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Fiscal Commission— Written Evidence 

Vol. Ill 


ENGINEERING ASSOCIATION OF INDIA, CALCUTTA. 

The Association would make it clear that the views expressed below refer mainly 
to the engineering and allied industries in which the Association are mainly in- 
teres ted. 

Before going further, the Association would like to make clear the ramifications 
of the Engineering Industry. No proper documentation of the definition of the 
Engineering Industry has so far been made either in this country or in any other 
country of the world because the Association find that this term is Very loosely used. 
For instance, sometimes such terms as Engineering and Iron and Steel or K) i:_Mneering 
and Shipbuilding or Engineering and Machine Tools or Engineering atul Aircraft 
are used thereby indicating as if Engineering and the branches of the Engineering 
Industries were two separate things. The Association would, therefore, request 
the Fiscal Commission to describe the scope of Engineering Industries in order that 
in future course of action Goyernment of India and the trade may follow a sustained 
policy for the development and protection of the engineering industries. The 
Engineering Industry should include : — 

Iron and St^eel Industry — 

(1) Main Industry 

(2) Re-rolling Industry 

(3) Ancillary Industry 

(4) Associated Industries 

(i) Tinplate Industry 

(ii) Steel Castings 

(iii) Wires and Wire Nails Industry 

(iv) Screw Industry 

(v) Bolts, Nuts and Rivets 

(vi) Expanded Metal 

Non-Ferrous Metal Industry — 

Aluminium Industry 
Copper Industry 
Load Industry 
Antimony 
Tin Industry 

Miscellaneous Non-Ferrous Industries 
Non-Ferrous Refining Industries 
Secondary Metals 
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Machine Tool Industry 
Small Tools 




Mechanical Engineering Industry 

Industrial Plant and ^lacliincry Industrv 

(i) Textile Machinery 

(ii) Sugar Machinery 

{iii) Vegetable Ghee Plants 

(iv) Fine Chemical Plants and Machinery 

(v) iMisceUaneous : Cement, Paper-Machineiy 
Diesel Oil Engines 

Road Afaking Machinery 
Weighing Machines and Jacks 
Water Fittings 

Centrifugal and Hand Pumps 
Pipes and Tubes 

Electrical Engineering Industries 

Electric Fans 

Electric Lamp Industry 

Electric Motors 

Electric Wires and Cables 

Electric Ligliting Accessories 

Conduit Pipes 

Black Adhesive Tapes 

Distribution Transformers 

Dry Batteries and Cells 

Broadcasting Receivers 

Secondary Batteries 

Communication engineering like telephone an ) o-i 


etc. 




Structural Engineering 


equipments ote. 


Ship-Bmlding Imlustry 
Engineering Stores 


Coated Abrasive Industry' 
Belting Industry in India 
Steel Belt Lacing 
Grinding Wheels Indu:,try 
Belt Fasteners 
Ball Bearings 

Scientific Instruments 

Railivay Engineering 

AuiomohiUs and Bicycles 
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PART I 
Section A (1) 

Introductory^Changes in the economic background sirwe 1022^23. 

Question l.—Do you consider that the a 

Commission is concerned ? 

Yes, the Association consider policy requires 

^!:u asphaLns or India, .rowing 

industries. 

Q^Hion 2.-Will you Us, „.e priuciya, Cau^s in our uyricuUural sUuaUon iu respect 

of 

(а) Production, 

(б) Ctmsum'piion and 

( 0 ) IntemMonal trade iu agricultural commodities. 

The Aesoeiation are not eoncerne,. with ti.ese an,., therefore, they would not 
like to make any observations. 

n r 1 To what extent if any, have these changes affected or are likely to affect 

:TdireItion% our industrial progress t 

Since the Engineering In.lustries do not^deire^^^^^ ^Howcven"there is one fm- 
cultural products tliis question ( Oe. - ,„acliinery to he used on tlie farm, 

portant point with regard to the . j. f„r machinery is concerned tlic Associa- 
In 80 far as the demand °f ‘‘Krtcultural Ind a or n.a^^ flalu.tries connected with 

tion hope this would necessitate the implements in or.ler to satisfy 

agricultural jilant and machinery . fj- ipupareiiasnot so far gone aheail, the 
that demand. Although "'"‘-''“"‘f ' ' ^ ^ "7i‘™lHng the last two years in regard 

rr:“tion^fT™sL"latr^h^ 

to be considerable in future. 

Similarly, the development of certain 

for instance, jute mill macliinery si g deiiciident upon agricultural crops 

dcpen,l for their developments ‘"re the ikvelopment of these three agri- 

like sugar cane, jute and cotton, [hcrao , imluslry which 

cultural industries is likely to “‘‘'"“H , ,a„chiiiery for these industries. The 

in turn lead to a demand for an incr^^^^ 

» development of these imlustries >[«» •'' engineering industries in order to 

types of machinery and tlie -'evelul « " extent. 

^satisfy these demands has already taken place 

^ ../q ouraariculfure and mining that you 

industrialiaalion f 

inlv concerned with the tlcvelopmint ot 
Tlie Engineering j ^l' Engineering indiisyics is dcpen.lent 

mining industries m so far as tl >, j „.„uld auggest the development ot 

upon them. For this purpose the Associaii 

18 M. of Com. 
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coal industry on the lines of the recommendations of the Indian Coalfields 
report 1946-47 regarding conservation of coal, regional produ^ion 

consumption and also better coal preparation methods for distribution. Ihe mdu^ 

trial consumers of coal have been demanding the supply of coal on spec ca . 
this can bo met only bv the establishment of washing plantato clean all 
(lard specifications* There is too much laxity in the existing ^a^ng sys • 
the consumers are content to accept coal of inferior quality at higher prices 
standards are not oflScially enforced. 

The second important mining industry which requires development on sound 
and systematic lines is the mica industry as mica slieets are required to be processe 
in a special manner for the development of our electrical industries. 

Similarly, in order to help the establishment of more steel works, the de^lop- 
ment of iron ore industry in other i)rovinces than those where they are already bemg 
mined is necessary. India has been an exporter of iron ore and the development oi 
iron ore mining may help tlie country to earn foreign exchange. 

Question 5 . — W7iat are the main directions in ivhich our industrial development has 
progressed since the Indian Fiscal Commission rcjjorted in 1922 ? Please give 
your appreciation of the same. 

The main development in the field of ICng'mccring Industries since 1922 has 
been the development of seoojidiirv industries. .Almost all the Engineering Industries 
excepting iron and steel have been developed after 1922. When the Indian Fiscal 
Commission reported in 1922. they made a svu N'cy of the economic position in India 
and regarding Indian indiistrics tlxy rejiorted as follows : — 

‘*0u the industrial side India has two great textile industries on modern lines, 
cotton and jute. Tu 1919 whieli is tlie latest year for whicli statistics 
arc available, there were 277 cotton spinning and weaving mills 
employing 3,00,310 persons in addition to 1,40,780 employed in 1,940 
cotton ginning, cleaning and pressing mills. Tlio jute industry possess- 
ed 70 mills employing 2,70.079 persons, besides 211 jute presses in 
which 33.310 persons w(;re employed. Next alter these two great 
industries come the railwaj'^ work shops with 1,26,134 emi>loyecs and 
rice mills with 48,503. Engineering workshops, tanneries, tile factories, 
iron and steel works, miifferal oil and many other industries employed 
appreciable numbers, but out of a total of industrial workers for all 
India which is returned at 13,07,130, the cotton and jute mills together 
with the gins and presses and the railway workshops account for no 
less than 882,625. The above figures relate to what are known as 
large industrial establishments and take no account of the important 
industry of coal mining which in 1919 employed 203,762 persons, 
nor of the numerous village or cottage indu.stries of which far the most 
important is that of liaudloom weaving which is believed to provide 
employment for over two million workers.” ' 


Prom the above it wou!<l appear tliat the Engineering workshops were summarily 
dismissed and the Fiscal Comniis.sion of that time did not take any notice of the 
development of these industries. The Association are not concerned about the rea- 
son for tliis treatment meted out to the engineering industries at that time and 
during the two decades tollowing. But is most important to consider is that 

the development of these industries even at that time was worthy of being recorded 
in order that the future industrial generation of India might have taken notice of tliH 
deficiencies in this regard and tried to fill those gaps in tlie industrial 
of India in the years which followed. ^ 


* Report of the Indian Fisoal Commission 1021-22, pag^ 17 and IS, para 30 
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The Fiscal Commission of 1922 summed up the industrial position of India in 
these words : 

a number of minin" indiistrit^. i » t-ountrv- I*' addition 

stage of being a serious et-ononiic <ic .» there is the important 

the?c is a large production ot inlst^ devclop- 

industry of coal mimug on the luturt scattered throughout 

ment of the V ''-I-- - marlfeting 

^C;:S'thSw ;-miMi.e.n ti^ise above the lowest econom.c 

level is a vast army ot handloom vca\trs. 

This was the industTuil industries 

From the above 'vouM a^ar that there ^ Kaiiway Workshops. (2) Private 
taken account of by the which was reported as 

Engineering Workshops and (.i) J' ^re not surprised at this census of 
having made only a beginning. *i « v ,i o<a taken bv the Fiscal Commission, 
the Engineering Industries ot which onlv the Tata Works 

these industries. . 

IroJi and Steel Industry. jThc imuliry. The basic 

two sections: (1) The basic indiisti> steel by using the Bessc- 

■“ir u".K “f f vv;;-2 

to make steel from scrap by elect.. c process. , . . , . 

11 . fiw. ti<»hl of the basic steel industry , 

There arc at present three 'J Xiulian Iron and Steel Co., ‘'"'J 

namely (1) Tata Works at Jainshedpui ^ ^ isiyc^oro Iron and Steel ^^ork8 at 
S coiporation of Bengal, at floa ed in 1018 and later on was 

Bhadravati. The Indian Iron 'V^Ue capacity of the newly amalga- 

amalgamatcd with Bengal lion (. <■. 100,(100 tons of cast iron pipes, 

mated company was srio.iiou ton> 1 '.,,,,n,Tn The Steel Corporation of Bengal 
Topis anS giteral iro.t e..st...gs^>o.; •^...Tadjaeent to the blast furnaces 

came into existence ' ? ‘'rhe uew i^teel plant coiinnenced i^^^ 

of the Works is about 2t,d.dt«t to .90,000 

tons per annun.. ^ 

The third main prod.iecr ot . ton a..d Government erected the Works 

Bhadravati. About the year ,,„>,,oai pig iron per year. A su'T'^ 

with a productive capacity ot - eare ot the surplus a steel 

was left after being used foi cast i i ^\y^\ the capacity of the rolling mills 

Xnt was added in 1924. It .s i, Mso a rod and strip ...ill with a 

28,000 tons of liglit ® ‘',\'.,„„ther .'>.090 tons of rods of quarter ineli and 

capadty of 5,000 tons ot hoops ami anotla 

bolow. 

I fi«> !.•>•> parft. 31, pJ'^go BO. 

..K„„or.of.hcTn.liunl-is,a.r„,n,a.ss,o„...-l .P 
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Before the war of 1939 India was producing about 1,760,000 tons of pi^ iron 
of which nearly 60 per cent was used for making steel and the remainder wm u^a 
in foundries in the country and exported outside "^e <Jief markets for 
Pic were Africa, Java, Ceylon, Burma, the U. S. A, Japan and the U. n. 
The quantity of finished steel manufactured came to about 750,000 tons per annum. 
In addition to these 750,000 tons of finished steel produced in India the country was 
importing about 160,000 tons to 300,000 tons per annum, thus bnngmg the total 
consumption to nearly a million tons. 

During the first year of the war, Tatas added a Magnesite Plant for the production 
of magnesite peas and magnesite bricks. In addition to this some other extensions 
have also taken place the most important of which are their Wheel and .^e plant 
and the Toluene plant. The Mysore Iron & Steel Works added a 26 ton basic furnace 
together with two small electric furnaces which has increafcd their productive capa- 
city to well over 50,000 tons. Mysore has also manufactured ferro-silicon of the 
quality required, for the first time in India and India may be considered self suffi- 
cient so far as this alloy is concerned. The Steel Corporation of Bengal have added 
a new Duplex plant during the war. 

Out of the ten blast furnaces working in India five belong to Tatas, one to 
Mysore and four to Indian Iron & Steel Co. Before the war wagons were manu- 
factured in India but wlieels, tjTCS and axles had to be imported. However, with 
tlie operation of the wheel and axle plant at Jamshedpur this need has been met. 
Another notable achievement is the manufacture of high silicon fl eets for the re- 
quirements of the electrical industry of the country. 


Alloy Steel . — Tlie most significant development during the war time has been 
the manufacture of alloy, tool and special steels. Previously the production of alloy 
steel was only 2.50 tons per month which has now' reached the figure of 1,000 tons per 
month . 


Alloy steel is the steel of the future a.‘» ordinary carbon steel is being gradually 
replaced in many manufacturing processes by alloy steel since the latter gives more 
strength for its weight and resists corrosion. India is well placed for the manufacture 
of alloy steel. Even before the war, low alloy steel was successfully manufactured 
by the Steel Industry in India under the names *Tiscor' and ‘Tiscrem' but the 
impetus of war has given further confidence and experience in its manufacture 
since thousands of tons of special steels of varied specifications have been 
made in the country for munition purposes in electric furnaces and by other 
procos.sos and it can be stated that the industry has mastered the preliminary 
difficulties. The Jog Hydro-Electric Scheme in Mysore when completed will 
add 64,000 H. P. from Sivasiimxidran and Shima Pow'er Station to begin 
^vith. At its fir.st stage of operation, Jog is expected to give 32,000 
H. P. by 1956, and thus help to make ^Mysore the centre of alloy steel and other alloy 
metals industry, with its cheap electric power and chrome and other minerals' foimd 
in the neigltbourhood. As regards further development in British India of the 
industry of alloy steel and other alloy metals, help is required from Government (a) 
for provision of cheap electric power. (6) for a pilot plant to manufacture electrodes 
for electric furnaces since electrodes are a heavy item of expenditure in electric 
furnaces and practical research aided by Government is required to make electrode 
manufacture a success though many private parties have been experimenting in this 
line with varied results, and (c) for laying down specifications for Government require- 
ments of teol steel etc., with a view to utilising the specir.l alloy steels that can he 
made in the country mostly from materials available in this country It mav be 
slated hero that the establishment of eleclrode industry in the counfri. wLld heo, 



fostering by the State. 


O^r ^cAie.e^en...-Othc.r war tijneadjie^.^^^ 

are high speed plain carbon for liigh explosive shells for ord- 

mint dies and c<?rtain other typ - I ^ steel has already resulted in the 

nance purposes, ^he making fe car ^ ,stabhsluncnt of sucli 

expansion of twist dn 1 knives, dies etc. Nickel steel plates for gun 

induBtricsasrazorblades,fiks,eiitUr.,k manufactured 

carriages and a special lugli " ind'istrv has also manufactured stainless st«- . 

Steel Re-rolling attained 

In 191 ^>tbeideaofstartir^^ engaged in rolling .ciap accu- 

maturity only m 19-9- Th ^ Subseouentlv » better class of scraj) was imi)orttd 
mulated in railway workshops. Sub^q » j^eers and these were rolled into 

and billets were purchased f™"' ‘ and other purposes. Twenty years ago there 

useful sections required oontrv. But fre.m 1935 onwards largely owing 

were only 2 or 3 re-rollmg in 11s in th ‘ industry got a fillip and by 1.140 

to the feverish in the latter part of 1941 the war demand for 

the number of nulls rose ‘o about oO_ 4 ,,^ re-rollers was taken over for 

steel became so heavy that the entr pneouraged the establishment of new 

military purposes. Tins ‘‘•''"“rinal ^ „f ^ 1 ) sorts and conditioms. 

mDls and there arose as many as lov r 

Tliere were 4 types of 

and C Class. A -1 weicthemills^lu 1 > class C least efiitient. 

products ; Class A. V Jut during the period of the war in order to curable 

This classification was brough lamong these mills. ^ 

the Government to of the re-rolling mills and were about 90 

C class rc-rollers comprised the 

in number. Five of these luwecstab isM^^ ,,,, 

as secondary producers. At presenr 
registered and un-rcgistered. 

1 * ;«;«rr in the Re-rolling Industry was sub- 
In the year 1933 the ^-i.t.ona oh n 
jected to expert scrutiny and in'csi g 
follows : — 

..n,l inoxnericnced and for tlie most part poorly 
“Tlie industry is very as in England and elsewheic there 

equipped uir^a mills ill a well organifc'od industry and that 

is a place for those re-ro ^ industry capable of dealing with 

the growth products which may compete with the out- 

™nof"ho main Btol producing works will he a natural and des.rable 

outcome of the present tendency . 

, r ntJna the re-rolling industry is the acme short- 

Tho most Borious y reached when the re-rolling mills collect- 

tvcly must either put up must enter into some agreement with the 

matter of raw material sup, dms or^^l^^ making capacity in 

Tet exririni wots exclu^sively for the re-roliors. 



Sefore the wat, to.s indust.y protect^ 
billets etc., from imp oit duty and by not had to 

on scrap or purchased billets to the excise ^ + something nlore has 

pay. Those advantages to the industry should continue ^cSoUers who 

to be done to evolve order and ration^saUon at least . ^^lustry has 

are apt to multiply inconveniently The Gove^m^t co^ol^on tnis^^^ 

to continue because then it would he possible to adnu .,„fair local competition 

aiming at (1) zonal distribution of the Js/control of production 

(2) standardisation of products to eliminate spec^^ hx 

to- avoid overlapping and the main 

different lines of production and (4) distribution of billets procurea nom 

steel industry. 


Ancillary Industry : 


Refractories Tliere are various industries ancillary to steel 

have Sl^d' 1922. These are refractories like 

magnesite bricks etc., the estimated annual consumption of these is as follows . 


Fire Clay Bricks 

95,000 tons 

Silica Bricks 

25,000 tons 

Magnesite Bricks 

4,000 tons 

Chrome Bricks 

1,500 tons 


The industry has made great progress since 1939 and the present production of 
refractories comes to about 190,000 tons per annum. 


Ferro^alloijs . — In addition to these all steel manufacturers use some ferro alloys. 
The simplest ferro alloys are ferro silicon and ferro manganese. The manufacture 
of ferro silicon has been started at Mysore during tbc war and it is considered that 
they shall be meeting a substantial demand of the country. Ferro manganese is 
also manufactured at Jamshc'dpur. 


Associated Industries:— ^ince 1922 some other industries which are associated 
with the Steel Industrv have been developed in the country. These industries com- 
prise the manufacture'of tinplate, bolts, nuts and rivets, steel castings, wire and wire 
products, wood and machine screws, e.xpandccl metal, wire mesh, wire gauge etc. 
These arc all essential products in the industrial economy of the country. Before 
the war (1939) India’s requirements of 23,000 tons of bolts, nuts, and rivets were 
largely mot from imports. Tinplate industry was started some 25 years ago and has 
now been definitedy established. 


Tinplate Industry : — ^Idio establishment of the Tinplate Industry in India dates 
back to the year 1920 but the actual production of tinplate started in 1923. This 
industry canu* m ithin the purview of the Tariff Board in 1924. The 'I'ariff Board 
reported that the natural advantages which the industry for the manufacture of 
tin-plates were those which held good in the steel industry generally. The tin liad to 
be imported but in this respect India was not worse off than the United Kingdom. 
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The progress of the Indian Tin-Plate Indnstry wUl be evidenced from the foUoa ing 
figures of production : 


Year 

■ 1 

Indian 

Production 

(tons) 

Imports 

(tons) 

1 

" i 

Total Indian 
Consumption 
(tons) 

1929-30 . ■ • ■ 

35,081 

1 

31,087 

66,768 

1930-31 . ■ ■ • 

37 ,868 

17,229 

1 

55,097 

1931-32 . . ■ ■ 

1 

38,306 

7 ,584 ! 

1 

45,890 

1 

1932-33 . • • ■ 

38,967 

7 .003 

45,970 

1 

1 

1933-34 . ■ ■ • 

45,270 

7,240 

1 52,510 

( 

^ 55 ..5 17 

1934-35 . ■ • • 

49,934 

5,583 


1 

1935-36 - • • ■ 

51,839 

! 6,488 

1 58.327 


53 .995 

1 

1936-37 . ■ • • 

52,643 

1 .352 

1937-38 . ■ • ■ 

53,431 

7 .44 1 

1 

1 

6t».872 

1938-39 . • • ■ 

46.761 

14.013 

4 

(>0 . i f 4 

1 


The progress of the industry since 1939 is indicated in the foliou.ng tai.ic : 


Years 


rroductiin 

(tons) 


1939 

1940 

1941 

1942 

1943 

1944 

1945 

1946 


59.065 
61.7S7 
57 .340 
58.335 
68.408 
73,512 
62,216 
58.250 
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Steel Coatings:— The Steel Castings Industry was also started near about 1922 
and made rapid progress after 1936. This industry was examined by the Tanfl 
Board in 1937 for protection and assistance. The economic position of the industry 
was summed up by the Tariff Board in the foUo^ving words 

“The industry at present works in a circle ; prices are fixed on the basis of 
present costs and costs cannot be reduced because prices are too high 
to secure orders sufficient to ensure an economic output”. 


The main difficulty in the way of growth was dumping by Continental firms. 


The industry, however, developed as a result of the recommendations of the 
Tariff Board and the establishment of the Wagon building industry which was the 
second best consumer of steel castings the first being the railways themselves which 
ordered the wagons. During the war (1939-45) the industry witnessed a period of 
oonpxrative prosperity. An additional demand for castings xvas created by the 
war-time purchases of the Government. In common with a number of other 
Indian Industries, the steel castings industry was also subjected to Government 
control when it became evident that some measure of priority rating was absolutely 
indispensable to secure the most desirable sequence of deliveries. Accordingly a 
panel representative of almost the entire industry was constituted with representatives 
from the four important steel castings producers who between themselves command 
more than 75 per cent capacity of the entire industry. 


The present potential capacity of the industry is about 13,000 tons of steel 
castings per annum. The bigger of the Indian foundries are laid out for mass pro- 
duction of railway castings such as axle boxes, rubbing blocks, buffer plimgers etc. 
T 1 i 3 industry today, however, suffers from a serious drawback for want of sufficient 
machining capacity. 


Wire and Wire Nail Industry : — India owes the wire and wire nail industry to 
the pioneering efforts of the Indian Steel & Wire Products Ltd., which was formed in 
1919 Actual operation commenced about 1923. The early history of this industry 
is full of vicissitudes and their progress during 1928-29 and 1932-33 will be evidenced 
from the following figures : — 


Year 




Wire 

Wirenails 

1928-29 . 

• 

• 

0 

1.898 tons 

1,031 tons 

1929-30 - 

• 

• 


865 

1.090 „ 

1930-31 . 

• 

« 


1,819 

1,554 

1931-32 . 


• 

♦ 

2dl6 

1,754 

1932-33 . 

• 

• 


4.052 „ 

3,678 


Productive capacity 
(in tons per year) 

GO, 000 
43 .000 

7.000 
G.OOO 
4,500 

1 .000 


oducts Ltd., there arc other small manu- 
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This industry too came in for review by the Tariff Board in 1932 as a result of 
which protection was granted to f m industry under the shelter of which the mdusl^ 
made rapid progress. The present production capacity of the industry is as under . 

Name of the article 

1. Bars & Wire Rods 

2. H. B. Annealed Wire . 

3. Galvanised & Telegraph Wire 

4. Barbed Wir© 

5. Wire Nails . 

6. Bolts, Nuts & Rivets . 

In addition to Indian Steel & Wire P 
facturers of wire nails in the country. 

IVnn^I Screw Industru.—TUc Wood Screw Industry has been developed in the 

SEs-ir » s:— 

competition from abroad. 

Rolls Nuts and Jfu-efd.— This industry has considerably deydoiK-d during the 

against an annual demand of 50,000 tons. 

„ Exnanded Metal Industry owes its origin -.ud deN- ’h-p- 

t the World War II The present production of expanded metal in the 
meat to the IVoild .jooo ton'* which is not onlv sufficient to nu-et the 

r.~ ■“ '>r»» 

Non-Ferrous Metal Industry. Non-Fcrlous M.-tal Industries as they are at 
present curried on in India cun l.o grouped us follows 

Production of virgin metals from Indian ore deposits. This is j,nn,nry pro- 

2. Reelumution of metals and alloys from scrap. That ,s secondary product, on. 

3 Processing of metals into semi-miuiufactiires, and 

4. Fahlieiiling and easting industry whieli makes finisl.ed priKlticts out of 
slieets, rods and bars etc. 

r. • 1 ;.t f]».> eountrv have devolopiMl only recently. The 

Non-ferrous fei!rous metals and for the manufactures tluTcof gave 

‘"T" n'u fiUiu it’X ir [irodiietion in the l oiintry end this lias liad nntahle influence 

a?td on U. 

* .. T 7 - - At nreseiit India produces aluininiuni. copper, 

antimony a'lXlead among metafs. Tlie production of copper is about 00.lt. tons, 
^timonV 2.00 tons, lead 100 per annum. 

.7 • -ar,. The nrcsent productive capacity of alumimum industry in India 

Ih 1 each of the two factories m the country. 

S till te" tLe*'e“ire 'Siand for aluminium in the country. 
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Tlic Ahmiiniiim Cor].crf.tkn of India Trnnvfi c(i.rr n:c*£.l from ah 
from Indian bauxite and turn them into bars, sheets, and circies. The 
Aluminium Co., Ltd., use both indigenous and imported alumina. They manulac- 

ture ingot, sheets and circles etc. 

-The greatest danger to the Indian industry is the enormous increase in the 
production of aluminium during the war periodm countries like 

the tr. S. A. To give an idea of the enormous increase it mi^y be stated that accora- 
ing tc the Canadian Ministri of JTuiiitions during the war, Wr. Howe, the production 
in Canada was as fellows : — 


19.39 

1942 

1 943 


83.000 short tons 

3.35.000 
5,03,(M»0 


if »> 

)» ft 


There are tlitee important industries coiuiccted with aliimiuiuin : 

(1) The production of Metal from bauxite. 

(2) Fabrication of the metal into bars, sheets and castings. 

(3) I^Iauufacturc of consumer goods. 

Aluminium industry has become very important becau>e of increasing use that 
imado of aluminium in the automobiles, airciaft, chemical and otJier industries. 
Besides owing to its ligbtness and comparative cheapness, aluminium is reciuiicd in 
many oilier indu>tiios like <liemiial, motallurgit al etc. 'Pl.e 'Wai of 1939 luo shown 
the oTcat importance (*f :'.liiminium which wrs use<l in the inenntaeTurc of auxiliary 
parts of eleitrlerl transformers, field lelophonc parts, scientific instruments, alu- 
minium enblc'^ & {•oiuluc:t<.rs etc., etc. For active indu-slriali.-; lion iif the country 
the aluminium iudu'^trv must b<* ]'roteeted in order tlint it gets established in the 

country. 

Coj/pf'i'.- lndi-K lu.s u^il^ one copper smelter belonging to the Indian Copper 
Corfioiatiou Ltd., in the pix>\ iuee of Bihar. The first refined cojipcr in Lidia was 
produced in 1929. It produces about b.tKg) tons of eo])per by treating about 350,000 
tons of ore. Jn e.ddiliun to \ irgin metal they nu'.niifa.eture brass and copper sheet 
and strip et c. 

Antifnony . — One of the important developments dmiiig the war was the begin- 
ning of manufacture of antimony in the country. There is only one smelter situated 
at Bombay wliieh now ust s imported antimony- ore from Brazil after the partition 


Xe«(7.— The present ].roduetK)U of lend is aboin lUO tons a year which is rather 
insignificant es compared to the demand winch comes to about 8,000 toms of lead 
both wTOUght and unwrought. The dtm^.ud for had sheets is likely to go nn on 
account of development of electrical industries. Lead sheets, accumulator plates 
and lead pipes ai*e all inanufncturcd m tli- er>untry. ' 

T;/..-Tin industry is an important brend, of the mm-fetrous metal industries 
because of its oxteiisivo use. It is us.d m il;e manufacture of anti-friclion met il 
and s<.hV r. It is also used for the oonden^. r niannfacture in the electrical iZlxlTvv 
During the wa.r an attempt ivas made rc-luie imported tin from Burma but' the 
inMu ary w..,- lc>'«t owing to absence of umj.utls when Burma became jm active tlu-itre 


of svar. 

. 1 /: '^’ ll'fir ■)!•': ^cUll 

i II “ *11 

<*r<>np 1, ii 




^ fidv8fri4>j^ it 

i,.u.tries .s nloUei, 


Manganese 


Bervlliuni 


Arseiac 


Barium 


Titanium 


Chromium 
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barium, titanium, ciiromium etc. The following table will in-lieel- at a gUmco, 
India’s production of these metals and tlieir consumption ; 

Name of the 
metal 

India’s demand 

j 

India’.s production 

Nickel 

1 

1 

3,UOO tons per annum . 

1 

Nil 

' Sumc 2,'MJO lull.-; j.er ye.j- d Nickc.1 
Silver is also imjiorletl. into India. 

Magnesium 

Exact tonnage i • not 
l<j\own but India con- 
sumption is very lialc. 

\ About 43.0(»i tons of .\I;*<rne..i(.- 
was miu«-d ill indi in The 

whole <'f it is exported,. 


Exact tonnage is not 
known. 


VervlitUc 


Ai»out 20U ton^ 


' Only a MU 'll lVagin« >it "1 lie <|iiiin- 
1 titv niinc«l w,-.s ui>tjl r'leii'ly 

I sinelte<l lot llu- i.nxl.iiclioii of 

I ferro nt nC'’M*.se. Sumo 

tons ol‘ 1* ii'o nianiiJ»ic‘s<“ is being 
' ni 'nnl I liii'i il atinti' llv. 0 \it 

1 of M - i< 

Inilie is one ol llte tu* |jrin« i|>al 
prodtieers of bieh <rr.'Mie M. nea* 
tnse in the \\ Olid. 


Uaji'Utaui'. [.ualines exc- IK ttl JJ' » \ I 
for cxpoit. Between li»3:i-:>5 it 
CX[- 'I't d. bet \^ n 1 1 HJ til .**Sl 
iMinudly. 

15 . fore 111 • W r .\r.senic' e«iin)ioiinds 
wen* extiMeteil. in CbitiMl . Exact 

toniuieo is not known. Inii iIkT'' 

iiulustrv to llu‘ do- 

111 nd \ '*'\\\ 5 *^^ inctul anil aci coin- 
juiuiul. 


Exact tonnage is not 
kiiovm but it is exten- 
sively used in the paint, 
ceramic and glass indne- 

tries. 

Not exactly known 




About 16,000 tons 


I Tn 1041 the tot; 1 ii jirod.ui lion 

i of B;iryt( .s, lUc cliiei ore ul Boii- 
uni was 22,250 tons which was 
child'’ nseil in tlie P. ini Indus- 
irv. 


Tlie Bauxite dep^isils uou Worked 
fui Aluminium Maiuifaetme con- 
tain .'.ppriM-ie.hl-- qiu.nt itics of 
Titanium whieh can ho recovered 
as a h\«‘-i roduet. No commer- 
cial produ<-tion is at present 
luidcrtaken. 

Duruig 'var years the pr<>«Uu-lioiv 
w.’.s aijoiit oO.OdU tons but it 
can be d«'Veloiied f'ull\i r. 


Name of tlio 
niptal 


demand 


India’s production 


Tungsi on 


The present cr . .sumption 
of tungsten is not much, 
but with, the future ex- 
pansion of the steel in- 
dustry it is likely to be 
considerable. 


Production not undertaken at pre- 
sent. Wolfram which is the 
chief ore of Tungsten is found in 
workable amounts in Rajputana 
and C. P. but no estimates of 
the resc-r-ves have so far been 
made. 


Xon-ferroits refining Refining of non-ferrous metal scrap is an im- 

iMWtaut hulustrv. In countries where there is a paucity of virgin metal every effort 
■u.Ls to be made to refine the scr»p. During the ..ar this industry has developed 

con.^ideral'K'. 

% 

Kon-finons Mdol Manvfaciure. During the war India has made great strides 
ill iW pr<a c.«^sing of uou-ferroius metal alloys and could have made still better progress 
li 'd it been iiossible lo import modern plant with trained persoimel. The ^eatest 
dev< lopm(iu luis been in t.be piocluction of wiie, strip and rod, a field which has 
h ivcUn InMMi touched befoic the wai of 1039. The country is now manufacturing oil 
t\ of iion-liTi ovis iiiftal products like l>rc\S8 and copper wiic, sUoct and strips lods 
Jiu'l }>ai.s. load pipes and lead sheets, bc^ .ring metals, gim metals, phosphor bronze, 
br.is.-' and copp. r .dicets etc. 

J’hc non rorrous inet;»l iiulustiy in Indi^ Is in its infancy and this country has a 
loim way to iTo if she is to take lic'r proper piece among the non-ferrous producers 
of Tlic world Spool. dlv. in view of licr paucity of raw niat.^rials, active step.s am 
fidUd fur. tl India us.s her opp<irtui*ilies veil and gets astride U' time not orly 
•will she be ablo to so mil v ivv own expanding markets hut may cho capture a portion 
of tlu* ci'.'-t-'ni inathets. 

Machitu 7'cols.~'^\ ichme Tools !.< one of tiio most important industries wliich 
has dovt lu' 0(1 during the wv. Befoic the war there was no regular macliino tool 
iiilusli'v ii India Just bib e the war, the great maiority of the machine tools were 
impurit d. But during the wai consub-rablc development took place in this field. 

'J’i.o mat bin'; to(*ls lu.-nuiV. - tuu d in Indi-i comryHse, among others, latiies, drilling 

maoldnos, planing maotiincs, .shapiior machines, moulding maoliincs, giinding and 

polisliiug ocjuii'nionts, slicaring machines. The production of machine tools during 

th(' Iasi i oar oamo t(^ c.bout 1 (>91 . 3'hoio arc about a dozen first-class manufacturing 

firms iii'llio country and the maohiiie tool industry has now definitely come to stay 

in tbo ((Hintv\-, 

% 

'flu iudusU \ was exainimd bi the Tarifi' Board in 1946 but the working of the 
rccomnu i (b.tu ns of the Tarifi' Board lu’.s hien such that the industry has not been, 
able lu gi t am reliof. The imj ortance of tlio machine tool industry’ to the national 
< conomy <J lia (ouutrv is very moat. In a country like India where industrialisation 
has jm t 1 om n a tlouri<liiuc maeliinc tool industry would be a pow’erful factor in tlio 
('stablisi.ment of now indusirios and th# development of existing ones. The machine 
t ool ludusij-y cannot woH ( xist anywhere but in a largo industrial country and we feel 
that flu 1 1 !.s of induMii; i (Uwelojimcnt for future ludi.'i will jirovide* the macliine 
inol iudvisiry witli a gicj-i opp(»rt unity. “Just as (otlcui i.s the first industry to he 
sot uj) wlun an agrioiiUural country ( mbarks on industriiJisalion so the manufacture 
of maeliiuory will be the last l)ut one and macliine toiJs Inst of all”. It is extremely 
w 1 y 1 1 mt <1 . t r 1 i ii m 1 1 itk to 1 indu..t ry is maintained as a part of public policy 
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SmaU Tools.— Vndev small tools are Lncludod (1) 
shovels, chisels, screw drivers and (2) metal cutting tools like twist ^ 

wood working tools. Before the war the small tool industry was not veiy much 
developed. The indigenous production could meet o^y 10 per cent of In « 
total demand, the remaining 90 per cent being imported from abroad. 

During the war the industry got a strong fillip. In war time 
of small tools had been increased considerably as would be evidence^l from the 

following figures of average annual production 


Hammers . 

Pliars 

Chisels 

Screw drivers 
Drills 


5 lakiis 
3 lakhs 
3 lakli.s 

3 lakhs 

4 lakhs 


The small tools industry ororatina in India pro.luce-s a large variety of small 
tools and the o ^rrseveral factories hig and s.nall in the industry. The tools mane. 
fectuiTd bvtL industry have now reached a high degree of 
dustry is aLquately tinancad and manned by suitable techmeal personnel. 

of metulb. In x\ ^ * Thnc in tho first sta^^o this industry was cMi'^a^rod 

iiiui,. .t |, 1.1.1 ...I .....1... n. 

prime-movers and other types of machines. 

cently. ihc range oi m.i .. . Aj?sociation. therefon*. make 

oriyTpaSng reference to the'se industries in order to indicate tho .levolopment 
that has already taken place since 1924. 

^ f o-.. mko .nnimfiicture of tc.xtUo machinery in India was starteil 

Textile MachtneTy. f,i,oq in the fiokl of .spinning maohiruMV. .spin- 

lO^n Thf' country now manutac tuios in tne n l ^ •• -i i' i \ ..r 

after 193U. inc coiiiut\ ^ nntnher of .spares, in tho lioM of 

nmg rings, ring frames, m-mufietures looms and all tho neccssaty paits. 

weavmg machinery the ‘ manufacture of finishing maehimTy 

The mdustry is qudo lonir-felt difficulties of the textile industry 

like dyemg, bleachmg, etc. On r ; „ coimtric.s for the fabrication of textile 

has been that it has had to depend on ^ 

Ta^trlSy: therefore, fills importarrt gap in the industrial economy of the 

country. , . 

T • Affrtr tho textile uiachiniTy, sugar machiiieiy ranges 

Sugar Mill Machinery. A - • rjlant ami machinery. The 

first in the list of scale has reeentlv be<:un in the ^untry 

manufacture of sugar machmer v ^ machinory 

and there is a large number of < rn ifluTierv nuits. Bcgarding the ability of 

and others which ™“''V*^'',“'^'!'’“„®^?‘aa“‘,r.„.turJsugar machinery the Sug.ar Panel 

Govimn'ent of India ir. their report observed as follows 

.‘Detailed enquiries have been made by t'- 

bilities for the ^bncatjmyf suga mar merj^ y firu.s “possessing 
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take it up now that the pressure of work in connection 

reduced. The Panel accordingly recommends that a 

Or<ruuisation at.„chcd possibly to the office of the Sugar ControUer OT 

the Imperial Institute of Sugar Technology, 

up for asc-ertainmg rcquire,.'. 2 nts ; or chissifying and consolidating » 

for the procrramuiing of their supply ; for the preparation of supply ^ 
deslo-n : anrl for organising contacts between factory owners and engi- 
neering workshops’. 

W.HfaU nhfe. P/aa/.— Ttio manufacture of vegetable ghee 

e-inied on in its cntireU. The industry lias already supj>hed complete plante m- 
ciudin'r post and pre- renneries and hydrogenation to a number of hrms 
vegetable "hoe The foiui'liv, machine shop, and structural shops are well eqiupped 
for^the t' lbueation of theso [ laiits. The Indian industry is able to guarantee earlier 
deliveries, efheient working, and service facilities. 

Flue rF:-,/na} PMats nml Mach'inerif.—Th^ manufacture of parts of chemical 
plants has been . arriod on in India for some time past. Rotary rhiers stdls. acid 
pots evnpoiators ete., have been manufaetnied m the eoiintry. Similarly, water 
softeniu" plint.s. fibers and a large number of otliers are being manutacturod m the 
oonntiy. If the proper materials could be locally produced, many of the stan- 
dard capupnients can vciy easily be made in the country. 

nuil Cc.^-},,illc Machincnj.—'ihii Indian Engineer iiig Industries are also 
inanuf.utmiu" le. hineiy for soap and cosmetics imlusliy. Machineries 1'^-^ soap 
plodding nui‘ liincs. soap kettles, caustic soda tank, soap calling frames are all being 

raanuiaci ured in the country. 

M i-n-f.Jl nicci-- rp-oa/,.~Therc is no planned [uodnetion oi machinery required 
by cem at r.:V‘ ' [Mint, rubber factories etc. The Engiueei ing firms in the country 
hav('. lio.vevvi'. in the past manufa"tiired machinery parts according to the rcquiro- 
ments of in<li\ ‘final parties aiul these iiiflustries may now be regarded as having 
1,’ ^an I' .mliil' tliough in a small waj . 

7)h w./ n;i F»r/,n<<^.—Tho xaoneering efforts in the field of diesel oil engines have 
been nia>h by M s. Cooia-r Faiginccring Ltd.. Satata. which was stalled in 1922. 
3ii the Miii.iinfactuie of internal combu.stion emrines was introduced witli a. 

ruiiLie ot solifl iniection lype diosol oil engines in size.s from 7 B.H.P. to 20 B.H.P. 
Din ing the \va: llie inaiiurnet ui e of these engines ha i to be stepped up. Their range 
of industrial engine- no\e inrbides cylinder, horizontal, cold starting, solid injecliou 
4 cycle tvpes bum 4 B.ll.R. onwanls ; twin cylinder type from 100 to 200 B.H.P. 
vHnd 4 evlinder t>-pe from 2nf) to 2.“C IbH.P. togetlier with the iveontly introduced 
d(vsi‘'a «'f In B.H.P. high speed eruiine operating at 1,000 R.P.M. "M’s Kirloskar 
Broiher . Lt<l. another firm «-if pioneering engineers has established a factory at- Poona 
for the niamifaetnre of diesel oil engtne.s. Their programme of mauufnetnro includes 
ireuu •”> B.H.P. to 3nu B H.P. to si irt witli. They liave alrv'ady started manu- 


fae' urc since I^st year. 

Rf. rfl Mnl iiiQ tnacJii lif t 
Bitumen boilers and mixe 


in*);/ The- '•hiiT items under road in.nlcing meehinery aio 
.KCT.-.. Th(''>‘ items are being mnnufactured in the country 


for some, lime ‘'nd thci jijesont i>rofluetion comes to about 1,000 pieC' 

yei.i. i lie j/ieic-ul [)io-luLii(>a c-.ipaciiy of asphalt mixers and c‘f>ncieto mixers 
to .iVtout bo pit ees j>er annum. 


ountry 
uecos per 
comes 
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Mannfaclure of BoiUrs and Loro,notwes.-A si.ljHidiwy oftli.. ''’‘‘'j; J’';’’' 

Co., the TLta Locomotive .and Engineering Co.. Lt,l., Ijave suox.sh . I Iv » - 
maWactmo of boilers for locomotive after ove, doming tb- ' 

They are inMcing now 4 to 5 boiler:? per month. This <'omji i.n\ s f>ro,r. m » 

make nltiraatoly 100 locomotives per year and 100 additional Y’ ' 

ernment locomotive Factory at. Mihijan. now und^r constriH-tion will niak- U) 

locomotives and 50 a<lditiona’ jOi:?rs p<T \eur. 

WeighiTU, MacJihu^ and Jacks.-Tho. mitnufacture of wei^lmy. 

India was sUrtod much before the war and two of th*. mipor ant ^ ® 

en<^aKed in this line of manufacture art- tlia Star Iron Works hil.-alf and U 1 . i i 
SrolSiorv Company Ltd., Calcutta. The growth and d-v 1 o,h.i. ui 
Mustry and later oi\ the war of 1039 gave a strong hllip to the 

producHve capacity of the Hrm. exnaud d greidly. The ne r-ase-l pr‘dnM.oa vas 
achieved by the old firms duo to tlieir giv der con.-nlratmn on thi-~ u no 

There is a va,st field for the weigliing machine industry in Indi.'. m the ukulu- 
faetuie of now types. 

Tn addition to wei-ddng maeliines, jacks are also manufactur. d^ hi 1943 India 
produced "jaas but .bore exists u enpacity .u, per 

annum. 

Water fittlngs.-B^Savc the war there was no or^nised produ-ti-i oi .v -.o-r 
fittin of designs. India had to depend Urg-dy upon nno - t- h -r 

at controlled rates. 

The raw materials required for the minufacture of wat.-r tittin-s arc ; i.ra>s, 
copper, gun .Jnd ' m'V.n 

Ll cutting and grinding etc., aw performed, l.wn tho p wl.-, ar. lit.l. 

and buff polished. 

xudi^^tSs; if :vr 

sufficient quiintities and good qualitv. 


¥. (LG. & Sous; dOdtom-ut 

of the impetus given by the W.use I ‘ cj'.aMi.dieil firm-; w.-nt 

the oivilian demand b..c vuse the t,,,. .^.ir the prodiu tioa of C.ii- 

to meet the demand of the ' .Recount of non-availabilitv of ball aiul roller 

^...0 uw .. ...1.^ .nfitcuics 

do not exist. . 

1 .oa.,,..ir,ctiifed in India bv a largo number ot 

demand. . • i. 

, _ . . 7 „.u,<,iripa 1’Iie development of electric power is a great 

Electrical Ea^inAcnrig Indus . industries. It is a chief motive 

desideratum for the cloctricitv is essential for raisiiu' the sLaiylard 

power for mdustnes. In a ^ electricity meets the shortage of coal 

of living of the people. The l for transport purposes, specially 

and oil fuels The to cLsorve metallurgical quality of coking 

^-m cars, consumption of electricity would increase 
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greatly. The use of electricity in lighting and air conditjoMg is 
iLdia possesses vast natural resources for generation 

The potential reserves are estimated at about 27 miUion Kilowatts of which about 
ludf a million Kilowatts only have been used so far. 

With the greater consumption of electricity, the development of electrical 
engineering industries had taken place before the war of 1939. These 
elXtrical industries, namely, electric wires and cables, clecti'ic fans and elertnc 
lamps had got dofinitelv established. The manufacture of electric motors, ^ran^or- 
mers etc., hud begun on a small scale before the war of 1939. The war of 1939 
presented a tremendous opportunity to the development of the existing electri- 
cal industries. The industries that greatly expanded their production were electno 
fans, lamps, motors, wires and cables and secondary batteries, dry ba^nes ana 
cells distribution transformers and electric lighting accessories. Since the Fiscal Com- 
mission reported in 1922, all the electrical industries have developed in the countiy 
beyond measure. It is significant to note that inspite of the adverse circumstances 
obtaining in the country, electrical engineering industries were the few of those which 
did not at all approach for protection. 

Electric Electric Fan industry in India was started in 1924 by the India 

Electric Works Ltd., whicli for a considerable time lemaiiied the only niaiiufacturer 
of Electric Fans in this country. The success acliieved by tliis pioneering Company 
attracted other firms to come into the field and l>eff»re the werof 1939 lialf a drzen 
factories had been established. The pre-war })roduction of electric fans of Incia 
came to about 30,000 ceiling fans and 5,0C0table fans, the table fans being manu- 
factured by India Eleetiic Works Ltd., alone, 

llie wer broke o\U, electric fi-iis v en- in great demand and the production 
of electric ^V.n^ iiu leased greatly as would be evidenced from the following figui-cs : — 

Year Ceiling faiis Table fans 

]!)40 . . 38,000 6,800 

HU I . 47,800 9.600 

1042 . . 38,400 11,000 

urn . . 41,200 10,000 

1044 . . 1,05,000 .‘iO^OOO 

It is estimated that Lidia's i>re\«ent production is about 180,(4 o per annum 
with the produetioii eapaeitj at 300,000. The country is 6elf-s\ fii< k i t in tl.is jro- 
duet and if more raw material is available, it is exjected that tl.< ii.di >tiy tin have 
an ex])ortable surplus. 

Ek'clrir Lowjis. — Tie- luanufiulure' ot ineaniU se i iit eleetrie hinjsvis started 
in India in about 1929. Before the war Indije was consuming about 14 millions of 
bulbs of which about 1 1 millions were imxuTted. 

The Witr giivc a trenicnelous filliji to this industry as well and the production 
during the Uitr tears was of the- fijllotting order;— 



EUctrlc -Uo/ors-EIcelrie Jfotor Lidustry in India was abu eUveluped after 
the appomliuent of the lartmus Fiscal Coimuissiou. The xiesent production 
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capacity is about 20 thousand motors per annum. Sj! 

. ■ •- "■• 

deveSpmenrof electric motor industry has a great nafonal .mportance. 

Ekctric Wires and Cables.-Bvf, re tlie war of ;93-J there was o.Jy one cs.n. en. 

in India namely Indian Cable Compan>^ “ w he "and cables was 

auction was small and major portion ot ^ ^ „ ..q- c,.„a tlic Govcni- 

mont'o^'f u::" lim^atrstv^of 

later on removed it to Calcutta. 

n.e Indian Cable Industry at pn-scuU ^ e^^'w 

cotton covered wire. en«mcllcd. wire, : nd \ l.K. «*U- • 
and wires in 1948 wes as tollow.< : - 


Be.rc copper conductors 
V.T.R. Cables 


5,88b tons 
22 million vds. 


loOi. has ,u,w begun to manub.,et»re w indi.tg w ires as well .m a smell scale. 

the production of w-ldch in lOiS was .330 t<.m. 

Ekctric Lighting kmp' hol'l^rs et!"'T'he in’lus'try 

switches, ceiUng roses, plugs wall renorte.r in 1022. Durins the war, 

has been started after the Fiscal Comm on report^^ of non-availubUity 

thedevelopmentofthe industry was held a great headway on aceoimt of 

of bakelite powder. hoAvever the industry!.^ in 

the help rendered by the Government. ^ll fvnes^of electrical accessoiie.s. The 

the neighbourhood of 300.000 ° Tariff Board for protection 

industry has been recently examined b> tlie present 

and assistance. . 

Conduit Pipc..-Co.uluit pipes ore pipes nuole of steel wlueh urc used 

cov©riiiK oloctric \vir68* 

They are of two classes (1) solid draw-n an.l (2) welded. Both of tlmse types 
may be either galvanised or black enamelled. 

s-.rE."S;i=;t=it s; 

manufacturers as the industry m a snuple one. 

rn T>\ } TaDC’^i ave used for electric insulation* 

Black Adhesive Black Adh^ f Tho total nrorlnotion at present is 

This industry was also started durinu the war. P 

about 5 tons per annum. ,,,„,f„™,ers of staudard and hute- 

Distribution Transfaijneis. is capacity on the H.T. 

trial types up to 500 KVA capacity Bnnga ore. 

Bide were first manufactured two more companic.s namely the Asso- 

During tho war, the mclustp , Calcutta and Crompton Parkmsou (}\ orks) 

. . .« (Tndial Ijtll.. V al • ir*.T nrlil T/’A, \ iinrl 


1942 . • • • 

1943 . • • * 

^ 1944 . • • • 

The pre-war figure was only GO. 


2U0 
GOO 
1,500 
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Dry Bnikries and CeJk. — T>ic manufacture of dry batteries and cells was started 
before the war of 1939, but imports on a large scale principally from the TT.S.A. 
xvere also coming in. The Estrella Batteries, Bombay and National Carbon Co., 
Calcutta, are the principal manufacturers of dry batteries and cells. War gave 
n irrcat iinpcitus tf) thT«! iufliistrv which now comprises dry batteries for aircraft 
wireless cqiiijjmont. field telephones and testing apparatus, etc. The number 
of hatteries manufactured in 1948 came to 123,830,05.5. 

^i('cnn'fary Baitene '^. — Soconrlary batterio.s wliich are other\vise known as elec- 
tric accumulators are jiiostlv used by the motor car industry. 3’he two important 
Companies before t)ie war were Amco Ltd., Bombay and EstreJla Batteries, Bombay. 
Nf'w tli'-re fire ' lanv otiier firms eii.jatrod in tie- oroductioii of motor car batteries. 
Tliere are two t . pes of tlieso h.attcries namely (i) load acid tA 7 >e with plates and lead 
tlilntf • ilplaiiic type iV.s clcetrolite and (2) .Alkaline t> 7 )e ^^ith composition of iron 
and Hydrate as clectrolitc. The production of motor car batteries in 

IfHH \V‘is 100, OdO in number, the demand being about 250. nno in number. 

Brn'ulcniting Receivers . — There are a large niunber of small factories manufac- 
turing broadcfisling receivers in the country. The National Badio and Engineering 
Ci>. of Bomliay is tlic oi\ly large manufacturer of necessary c.iuiponcnts. Tlu.-- firiii 
lia.'5 ah’eafl v been c;irrving on the manufac ture of a variety of components on a pik>t 
scale and has a small chemical laboratory to liolp processing of raw materials. It 
is understood that the National Badio Engineering Co.. Bombay and R.C. Co., Ltd., 
Lou Ion have cuitt-n-rl i/Po an agreement for furtlier (!■ vclopment and Radio manu- 
facture and diNtriiiulion in India. Tlic Alv.sore State. It is understood is planning 
to set up a radio fiictorv in collalioration with a v Ibknown Continental Radio 
jManuficl ini*r. 

DnU Bearing. — A facliu s' }or ihe mniiufaclnri! of b ill be-aiings and steel balls is 
being sid up fit .laipiir b^’ National Bciiring Co.. Ltch This factory is 

expected to Ix'gin production in another two months’ time. Ball bearings are 
required for a large variety of mechanical appliances and the cstablisliment of this 
industry on fu ctj.'cr liiK.-s .should be reganled as a great national av«tsot. 

StTitcUn-nl V.iifjir'-nrHj . — Stnicturnl Engineering is one of tlie ino.st important 
brnncbc-s of f-ngineeiing in<lnstri(\<. It fv; a .specialised industry and requires a 
lutgo woilv.sbop and mci lifUMi-il uipiipjiuut on a Ifirge scale. Tlie work carried on 
is ino.stly of \ lu* jolAiing nntnre hicK inifilie.s that the same inachinerv can be utilised 
lor ifMiiutvi- l in lUg a Inr-rf ouu.ber of structurc-s oi‘ wiflely different varieties. In 
nornvil tinu-s India ]irodu'*(-- du* lolluu iiig eatcg»wio.s of structural ; 

(1) A( lOjol.Mii' U.-inga of ^ ;^^ious designs and construction 

(2) .T(d;(‘< 

(3) I’rcss stfcl tub.s, cisterns etc. 

(4) Building Steel \^’o^k 

^5} lb; i] \ Biflges 

(0) Steel I'l-anie Stru.-tures for liuilding. workshops etc. 

(7) Float inix (lock^^ etc% 


of 


‘’-’-I O.'l-Ma an.l h. t1,e 


Provinces 


one I ddi end one and half lakh tons ptu- yoar. ' 

Shipping amj Shin BuUdina mu a i • , . 

Indian n.erohant la a.o,^ Z 
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^ heavy cost. Last year tlie Scindia Steam Navigation Cotnpiiny willed 

capital and its shareholders contributed Jls. for the di-vcrlopinont o i lu 

industry. It further issued 11^. o iTores worth of <lebeuturcs to linanw- its toni ud 
looking policy. It has two over-seas services. Six .ships are run on Indi a Ntn' i na 
route and eight ship.s arc run on India 'U.K. Service. Scin lia is also co-«j]>C'ating 
^vitll the Government of India in the formation of Indian Eastern Over.swis .Slnj.pmg 
Corporation whiclvwill liave a caiiital of Rs. H) crores in linancinLMwliK-li < Ion < rnne nt 
will provide 51% of the capital and Seindia 49'^(,. Tliis first oi tlie )iio|»'*^e< 1 in c 
semi-nationalised corporations will operate in the X ur Hast , 1- ar Iv.i-t and An^ti .i la. 
This is tlie first important .step taken by Government sinee tb- pnl.lie.itioii ..i iho 
Policy Ooinmittce’.s report on Indian Sbii>ping in 1947. Uv [u'e-i.-nt i iieft i-, 
million tons of merchant .shipping for India in the n.*xt five t,) .s.-vn years. As 
regards ship building, the target is l.ltt.onn Ions annn.illy f->r the le-xt nve yn.-,. 
Besides Scinrlia. the Indian Steamship ('>>.. Ltrl.. of Calentta Ii.h aWo .start- I --v-r. 
seas service. 

Soiv 3 o: th^ ))rei3!it ditfi ■ il'-'”-' *>f In li I'l Shipping ai-e glv ■ i b‘.'’.'j.v. 

Wo have elsowh-'-o d'llt with t)»o a Iveiso cff.vt; of paAitimi -m o.ir shippnii 
industry, the nneijual troitment of onr ships at Karachi an I (jMirta.:.m_'. tji - .-nn- 
gestlon'of the Bomba v port owin.' to .liversif>i of eivio for Fpp^r In Ka tT-a'U • i*r - 
vionslv -shippo I to K ira<‘hi an I r * it 1 t!i.‘. - lih the N. W.H. Paki ' in > t' > i 1 1 
shipping is 8S,0.) ) t jns of whielj I'i.o ► > t-ms are owned and tli • ivst eli i-t -iv I. 

Tiie disturbe-l coii-litions in Burma h ive .shrunk the import an-1 .‘xj-o-t 
of India with that country. For in.stanee previously India yi- imp ortiii: likh 

tons of rice per year from Burma: this is now iv<hice<l to liwh ton^. 

Tliere i.s so much congestion at the B-imbay p -rt an-l tlie i-lle time spi-nt at 
that port before getting a b.n tli for U.vVuv' m- unl-vidiUL' bus so much increa- . 
that .some steamer lines have ecas.-l t'>nchin-.r at Bombay, be. uise I ic c-’p " ‘ 

idle day spent at port for an 8.009 tonuor is about Gwme to the mon lu.ite 

delays in getting a berth at the GliittagoiiLGiurimur. liothSemdia sau- In- lan. t-M a- 

ship Coy’s steamers have ceased to call at Chitt.igong. ^ 'V':-tru» 

number of davs spent in a ])ort in a year were H)S and those at sea l.ti : no\\ it i> h 
reverse corresponding figures l.eing 219 and 140 with -real loss to tlie steamslup 

companies. 

Steamship 0-)mnini''i' bnsiiv'ss witli K-rr-hi has declined. For mstame 

Semdia did bkiiieW a'iti, Ku'.^hi and -Ma d livialit nt R,.. j'' 

to d^ecombor, 1947 wli'-reas liie busiiws., from .J.uiu.vry to June 1J4S was onl\ 
about Rs, 8,21 ,000. 



It is not possible to finane<* tl.e replacement of old ships 3yith n*'w from the 

depreciation funds as the new sliips co.st three to lour tpnos the origin d value uh-re- 

as the d-u»re.dition fund ins be-n tmilt no mi tin basis of oiigmal Milue yot 
t 4 Tn \v ’ wjrui OoViTJuncMxt IS allowiivi (h^piociation 

on liu. hasi-s oforiKi,.,! x -dno ol' .hips and taxes tho rest of tl.o revenue, 
it is taxing partly capital and n-U ivvcnue. 

^ -indm has compl-led Jala Lisin, an S.'Hiu t-mu-r in the Company’s yard at 
Vixagapatam, .Jalapiibln has been launehed and Jala-Pr-dcusli is u.id-r 
tion^ Jala-Usha cost 68 lakhs of rui>ces nearly double tin amount of a British 
sS 'of t o same type and tonnage. It w.i-s a pioneer venture There were a 
.Sbor of difficulties to bo overcome praet.eally everything except slap plates and 
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a few steel sections had to bo imported; labouf which had to be trained for this new 
industry went on 3 months’ illegal strike and usual delays in. receipt of foreign, 
material delayed the completion of the ships much beyond expectation. When. 
these unfavourable factors are taken into consideration, the heavy cost is not 
8iii*i>rising since it is calculated thrt to construct tliis tj’pe of 8,000 tonnei would 
have cost over Rs. 96 laklis in Italy, over Rs. 73 lald\s in Canada and over Rs. 69 
lakhs in Australia. In other wor<Ls if we have to have a modem merchant marine 
for pi^poses of trade and defence, we must pay tJie cost, heavy as it may bo 
siiioe it appears lliat neither our merchant marine shipping n. •' jur slrip building 
in the present eircumstanees can subsist without subsidy from the State. Again 
the old question ari.sc's. A\’liere is the money to come from ? UrJess both workers 
and employers venture forth and work hard to produce now wealth to support 
natif>u building activitie.s of the State we should remnin Cfmtent to he a fourth rate 
State at the menty of any aggressor nation. 


One (»1 the reasons tliat moves tJie Goverimienl of India to help in the de\ elop. 
ment of Indian siiipping the saving of dollar exchange by bringing food from hard 
ciUTcney countries in Iiidiaii bottoms. It is understood that in 1946 the total freight 
charges jniid on food grains into India amounted to Rs. 17 cTore.>j. Out of ihig 
about Ms. 4 erores were paid oi\ dollar .ships; also from Aj)ril I. to Augiist 14 1947 
the tot:>l freight o]iarg(-s were Rs. 22 erores, freight charges on tlollar .shij^s amounting 
tu 1.8. l-9o crorc's. At present it i.s calculated tliat the eurrciit freigJit charges per 
ton ..f ton,! gr<-ins from tlie I'.S.A. is about 10 dollars which works out to 20% of 
tlie co.'it ot the tood grain.-'. This would indie.it, tlie measure of econoiiiv in dollar 
e.xcimuge altainulilc by biinging OkmI from lierd eurroney countrie.s in Indian ships. 


Efi(jin>^cring Storrs 


T„ 'I'lii- CoaU.,l .\b.a<ixc industry was .started in 

iudi. m (- ;).-t il Abrasive.-? aie e>sentiiLl in engineering and otlier iudu.strks 

i-r ihr.iduvi. poli^brng and .-Iw-rpenimi metals of nil Ivprs. There art' 4 important 

•V.mlnt'r and the t.dal produetio.i eapaeily of the industrv i.s about 

-'I ‘.non roams pot ,.unum, the prodiKljon dnnn.r t be year 194 K being 40 .(iuu reams. 

—The. l*elt ing industry of India w.-., .started in 1920 bv the Beng; I B'lU 
mg \\oTbs Limited, r 'lentu:. llu eniti- iiidii-iry is loeaPdin and around C -leutia. 
Ihe industtN i.> capable ot meeting liic ejitire d.'iu;md of the eouiUry Tndusirv 
in'.uifaetures all tyjM's of l,elfing both e-ttvas and hair. The production in 1948- 
^^..s 0 ()t ton- a.s agaanst the tot >.l capacity of about l.">90 ions per annum 

Sled UkU hneing aa l Fo-sle^iers.— Vhe .steel belt lacing industry started 
dm ing the war and is m a position to meet a portion of India’s demand Simil arlv 
belt ta-teners are also manufactured in the country on small scale. ' ^ 

firm- n.mmfimtM.in,. ,ri,rdi„s wl.eols i,r'th<, .-o.mfrv nnd the indn'rtry i. .iVoTect^ 


half T.uwe are about 

In .ir- u sm u,, a tim hlsirv! 

tire typr- „l in-trmmnts producecl and irsed in tho cmiiitrv."'"*’ 
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AtUomobil€S.~GvneTEi\ Motors and Ford Motors have, for a long tirno. large 
■workshops equipped to assemble imia-'rtcd parts of automobiles. Others followed 
in the line and they have done good wo.'k in the training of workers in this KfSicial 
'line. There are also Indian Companies solely devoted to such assembly work. 
These plants in 1947 assembletl 10.433 cars and 9,418 trucks. 

Hindustan Motors Ltd., registered in 1942 are the first to .set out in the .lifTicult 
venture of manufacturing motor cars in India. Their paid up capital ls Rs. 5 rrores 
and their well-laid out main workshop near Calcutta wa.s completed in 1948. liiey 
have entered into agreement with Morris Motors and Studehaker Export Corpor.-ition 

for technical assistance. 

Messrs Premier Automobiles Ltd., Bombay were registered in 1941 ^vitll an 
authorised capital of Rs. 10 crores of which crores is the is-sued capital. Tle.y are 
connected with Chrysler Group of U.S.A. an»l will manufacture Do-lge, Des-Ao 
Motor oars and Dodge and Fargo truck.s. Their a^cmbly plant has started eprra- 
tion since 1947 It is understood that Messrs. Austins have alsr) pntered into a-.^ree. 
ments with a firm whicli has been registered in Madras un-hT the name and style of 

Ashoka Motors Ltd. 

j5,-cyc/e —Bicycle industrv in In-Iia ha> i)een .started during the war. L'liere 
arc at present 3 cycle manufacturers in the country, one m Bombay, one m Patna: 
both of which are manufacturing complete cyclc.s and factory No. 3 at 
restricting itself to make cycle acce^ssories. The manutactur- of bicycl.'s in 191H 

• Ciimc to 64,740 nuinbers. 

Air TrampoH I/uluMnj.—h\ India we have also now begun to maiiuraeture 
aircrafts in addition to operating air lines. Hindustan Aircraft Ltd., was h>rtned 
to undertake the manufacture of aircraft in Indi.i. From Auirust. 1.)4 l to .Hst 
March 1946 this organisation was under the sole control of (Jovernmeiit mainly 
reuairing U S.A. and R.A.F. air-crafls. From 1st April, 1946 this organisation 
started work as a commercial concern, the Mysore Government and the Government 
of India being the principal shareholders. Thi.s Comapny has also un<!ertaketi as 
a temporary measure construction of railway coaches and several coaelics have 
alreadv been supplied to the Railway Board. \^*ry important from tlie national 
point of view is the work the company is doing on designing and construction ot 
aircraft in India. It employ.s about 3.800 literate men who make an etbcient labour 
force for the Company. This is a unique achievement for the industry. 

Liqht Engineerinr} I nMry. -There are a number of otlu-r engineering industries 
like manufacture of' Hurricane Lanterns. Malleable Iron Castings steel furniture, 
manufacture of containers etc., which is earned on in the country, riie maim- 
facturo of seuing machines is carried on by Me.ssrs. Jay Engme.Tiii^L' Woiks Ltd 
at Calcutta whose present production is 2500 machines per month. There are about 
half a dozen concerns engaged in the manufacture of Hurr.aine Lanterns whose tota 
production in India in 1948 came to about 2 millions of lanterns .M.illeabh iron 
Sitings are marie by two concerns in the country and they .supp y the reepurements 
Cotton Mills, and Railways ete. Steel furniture Industry is now well 
Stablished anrl can stand on its feet without any fear ot foreign eompetition. 

A A • whieb is being earned on m the country is the maim- 

''-Va. tv.e.s :i, 

Cycte TubefrOMOO, Motor Tyros TilO.noO, ^^„t„r Tubes 7:U..O„„. 

The eountry also has ..... e.,a...elle.l wa.e i...ii.st.-y. It <s,., ...eet the total 

demand of India. . , , , . , „ r n 

Oarslioa «.-To whal rxln,l ,h „<'« ""'a- oar :n4,f>tnal J-Hopmcnl -I,'! f.,'h 

short of our essential require, neutsl Would !,ou I, si our ,„a,n definencj? 

Lines of nr!;! 

StoflndTtr^! the county requires a ...o.l.-ru a..to.natic cold rolled steel str.p .uill 
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special steels of the types that are not yet manufactured; high tensile steel wire for 
wire ropes, electrodes, certain ferro-alloys, stainles.s steel sheets etc. In the field 
of non-fermus metal industries, the country requires the development of almost 
ail the virgin metals except aluminium, the production of which is sufficient to meet 
the demand of the country for tlie present. Although a good start has been made- 
in providing facilities f«)r the production of heavy machinery hut the country h^- 
ycl to go a long way in <loveIoping her heavy machinery industries. Similarly in 
the hold of hea\’y electriciil industries, the coimtry is deficient. The average facilities 
which constitute tlio basis for building an electrical macliincry industry are sa<fiy 
lacking in tlic country. The country also reqiures enamelled wire, -winding wire- 
and insulating materials industries. * Caps and wires for lamp industry are also- 
necessary. A start hivs been made in establishing a machine tool industry but for 
the inanufictun' of heavy machine tools facilities are not yet available in the country. 

In regarrl to the <lchcicncy in the liiievS of manufacture we would like to point 
out that it Is very necessary that tl»e branch of the engineering industry which deals 
with design and manufacture of dies. Jigs and small tools etc., require.s special 
technical knowledge ami workmanship and should he devclopcfl as it ^\-ill greatly 
relieve the bvirden of all the engineering concerns. 

At piv.sciil Uu> diftieulty of tlic manufacturer in India is that lie has to manu- 
factuHi all the things from A to Z fi-om a small tool to liuge castings. It is not so- 
in other c-f>uiitrus. This involves huge capital outlay allround, and employment 
of a large number of workers. It is. therefore, e.ssential tliat we should rationalise- 
our manufaet ore. 


I (i- 1> /,/<• 


(}f Piodnctioit . — Xo statistics arc available with the Association. 


Ovnr/irud and o//cralive co^l. —Overhead an<l operative costs in Indian factories 
arc very higli. J’hc chcajmess of Indian labour is not borne out by facts a.s tlio 
Iiroductivc etliciciK N' of an Indian woi-kers is not tlio same as of his couiiter-pai-t in 
the wo.st. Kx()crls opine that oven undor Indian con<litions, the efficiency of labour 
can !tc sulr^ta.nti.dly hvi-eascd pro\-ided labour <lecidcd to put in more effort. 


Qiudihj of Mnna^cwftit . — \\ itli ecrtaiii c.xccjitious the quality of management 
in Imlia is not as satisf;u-tory as it shouUl be. Management requires improvement 
on the lines of the western countries and the Association feel that the introduction 
of .scientific management in Indian industries would go a long way towards intro- 
ducing improvernci>t. 


S'lpjjly oj Capital . — Capital in India is scarce and the formation of capital is 
rather staennnt on accoirnt of higli taxation of corporate and individual profits. 
Tor successful industriahaation of India, it appears that the Government will have 
to finance ('xpansion of exi.^ting jilunts and establishment of new ones. 


A vailnhtliiii of TUiw Mo.lcrials, Fud and Poirer . — Iron and Steel is the bread of 
engtneei'jng industries and it is wry .scarce. Since the war has ended most of tha 
engmnering in-hi.strics .have been working at much below their capacity and it is 
very ucces-sary that production of .steel .should be enhimeed. Efforts should also 
bo mode to manufactuie locally the raw materials which a^-r at present imported 
from outside. 


Avadahihty of TLcIiniral There i.s a great scarcity of 

icehnioall;- tramcti nun iu,..] it is ncc'^-sary th. t comprehensive plan should bo 
i- r piovulmg h-gli IcclmJ -.i! education lo Indian ja r.soniu-l. 

j ' J' ' 'riu si- instruments of progress, 

apcit v, hat has been nuiuow- d nv'h.v flu- .,lrv.-.s of war bv tlie Board of 

.-.ricnli and Indudnal Research, lag ihr Id.ind our quickened ‘industrial tempo 
and a 1 our a 1-canbracmg imlustvud pUnmin.,:. Pkuunng for rapid industrialisation 
of fnd a would be uu-omple c without r-rovicUng lor relative deficiency of facifities 
toi terhnologK-al tnmung and rr.« arch, .dne, in the long run without locally available 
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soientiac and technological talent self-sufficiency of Indian economy, cannot bo 
achieved and maintained on a basis of stability, able to uifhstand the stress and 
strain of world competition. Although so many technical institutions have been 
started. Government have not yet made it clear as to wiiat lacilities would bo 
available from them to the industry. 

Svpphj of skilled and unskilled bihuii> rhcrc Ls no doubt that supply .-f 
skilled labour in India of the rigid type is not adequately availaljl.,*. 

Engineering and Management Experience.— IhevQ apix-ars to be the greatest 
need for engineering and munagement o.xporiencc coininonly calletl -‘know-how . 
This was to have been expected but it must bo tlr.dt with as a pi iTe<juisite for aiiv 
rapid industrialisation of Imlia; ‘-kiuns -liow • means the intimate km-ulc<lge 
of the most practical means un.ler any given <-ondition. to prodm-o in quantity at 
lowest cost and involves knowle.lge of methods of processing, tooling and d. sn’nmg 
of lies and fixtures; the layout of ecpiiitment and the piv»vision ot labour-saving 
deviSjs- the designing and setting up of proper eontrols ot production ami inven- 
tories; the organisation of supervisory pcusonm l. ami laying dou n lim-s ot authorit y 

and re.sponsibiiity. 

This “know-how” i.s one of the mo«<t- important sim.de clement requi-^ite for 
successful indtistrialisati(m. It .shouhl be said here that thi.s ••kmnv.how” i.s ohserved 
in a few private c.stahlishment an 1 in tin- ordnance taetones. Know-how also 
consists of being able to estimate markets and deinaiui for product.s and tim^ to 
oo-ordinato methods and facilities of maiiul'avt urc '.vitl. the demand U>r i.r-. lmts. 

Efficieneu of Lnhonr.—'SUioU ha^ been sai.l am! written al.out t|,e lark of 
e.ffloicncv of ‘Indian labour and it is not the intention nt the Association f. beiitflo 
the potential etheienev of Indian lab.mr but flu* Association w.>ul.l lik.e to ],o-nt out 
that labour is not generally getting tlm m-es^ary eneourae.Miient and r>pportnnitv 
from laliour lead.ws ami 'I'rade I’liiou Officials to make hims..|t as efficient a< be could 
no"siblv be It is tlierefore. very necessary that the eeomanie ,|uestion eone.-ining 
lal’mur should, as far as possible.’ he divest, M from its pohtieal . ohuir in order tliat 

efficiency of labour may not sutler. 

Indian labour in the Engineering industries is not as ellicient as ho should be 
and experience show.s that the efficiency of labour has bee.i g.ung down. Fotmu 
a worker at the Tata Works used to produce 10 248 lou.s in 8-ad v.liere n> in 
1047-48 the outimt per employee was only Id ko tons. Similarly in case ot coal 
in 1939 the production per worker was 10-19 tons while in 1940 it was only 0*87. 

S cSo of LLn te.tiU-dnoductiuu lu. a wurkeO,OU:j',, wu. TOd ycU. whevu. m 

194G it was only 531 yda. 

The docUno it. jtrodt.otivit.- of lahot.r it. ..I.ttosl^^ .all the i.idustnw it. a notice.. hie 

feature of our ocotionty a..d this fact alotie has added i.roport.o....tely to the cost ot 
leaturo oi u avc required to employ more capital and more labour 

achieve ti^ prol which was poslihlo with less i.rvest...e.rt few years 

ago. 

Ottesf.-on 7 -(a) Please give a hroad analysis of II, e prejent position of small scale 
liuestion industries in the economy of lh,s country. 

(a.) Before descril.ing tho present position of tl.o smaU scile and cottage 
va), -»ioiorc a ->„„incerin<^ the Association would like to dcGno the term 

mdns r.es f".* = “ ‘ f indu,strics. There has been .r great co..f..sion 

■‘small sea o S, ,.,„1 eottage in.h.strio-s together, A.s a goner.il 

introdneed ‘ . rott..go'i..d..stries ,...d small 

scale ...dustin-s 1 ^ jjJvo \nll' ... the subject of ..mail .ndti.str.cs 

cottage It.d..st.t.6. 1 ■ 1 1 tcr.t.s and it is fin.nd tha* soj.to ti.tits they 

"ish U. th..t.ewr ...ion 
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should he made between smaU scale industiy and cottage 

Indiitr al Commission of 1916 defined cottage industry as an industry OT 

in tb? home of the workers. In this case the scale of operation is ^ 

is little organisation so that they arc, as a rule, capable of supplying 
ifoells National Planning Cemmittee have defined cottage industry M sm 

tateiry ^TwS^ a uUeiTSks w.:h his own tool, in his own home, and with the 

aid of bis family'- 

On the other hand a small scale industry is not at all a cottage industry. They 
may be regarded as small either for reasons of finance or on account of small wmber 
S worker^ or on account of little organisation, that is reqmred to plan thein. 
the field of engineering industries a small scale industry hits an important ^ 

in th^reconomj^ In order to be precise about the scope of the small scafe 
EidLtrv the Association would define a smeU scale mdustry as an industry where 
So ^tal invested is relatively speaking smsll and the orgamsation TocimTeam 
to 0 ^/ persoE.1 supervision to the work carried on A snrdl scale industry has 
tortaiE distinctive fegtures. It involves, in general, a relatively smaU 
equipment and operates with only a few mecliaiucal appliances, «nit of efficient 

orgaEisation is small with a high degree of personal supervision. The processes of 
EredEction entail a large proportion of labour cost and a lugh premium is placed on 
efficiency in skill and eraftraansbip. 

In the field of ongiiuHjrinu industry, the country has got a larp number of small 
scale industries like cutlery, certain processes in the field of electrical industries, 
brass industry, mcnufacture of locks .tc. 

(b) Wknt should, be relation iKtween (?) Small scale, and Cottage industries 
and Agriculture? 

The Association licvo no views to offer. 

(2) Small scale and cottage industries and large scale industries? 

The small scale industry and large scale industry in the field of engineering 
should not be and cannot be competitive. They sliould be complementary. The 
Association find by experimue that at present iti India a factory is required to manvr- 
fictme all the components and parts in order to have good finished products. This 
process of manufi'ct me can easily be splittccl up in older that the production may 
be efficient. For instnnee. in west<Tn countries electrical accessories industry is 
essentially an assembling indu-stry. On the oyier liand in Indin a factory manu- 
fivcturing* eleetncvU a.eco.'ssories ras to manufacture all the pp-rts. Tliis leads to 
waste in tnc process of mnnufoctuie and raises +110 cost of production. The 



in order to invesliirnK; the present po.<ition of tliese indu.stries and find out what part 
thov <-an »*frt‘cti\ el\- i>la\ in ortler to licip large scale industries of the country. 

Question H — Do you think small scale and cottage industries have sigiiificant role to 

jdmj i/i the economic dt-ve-lojiVKui of o7ir country (o) under 'present 
circunisla7ic.es, (b) ia the long run. 

The Assoeirtion believe that smell se de in<lustrKs }ul^•e a very important piU’t 
to }»lay in the e‘ <)Uomic development of the country both in the short term and in 
the Icmg term. It is often i^uisidfri d tliat >inndte.m mis d.evelopment of small 
scale and large scale imlu.stries is <-ilher incomeivahle or the.t tlu* devidopment of 
one uould mean the ruin of the other. The two types of industi u-l orga,nisal ioiia 
are conside red incoiUjy.: Jtive and it is tliought that the di'velopinent of each could 
only be pI the,ox[>ense of the other. Hut m itlier theory m*r practice hiis proved 
the mutually exclusive nature of each i.ther. T)u view of the Association is that 
two typos of organisations may be ilovetailed with' f reat udviuim«:e to both of them. 
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Th& cutlery induetry of France and the toy industry of Nuremberg are examples of 
such successful dovetailing. Ttore can be concurrent and p; r;dlc) dovclopmeiit 
of the two typos of indu.strus witl out ir th^ Uast impairing the souikIucsk ol tUo 
economic organisation t^lio country. It is a maitcr of g'cut interest to o >se,ve 
that small organisations are developing as subsidiary to largo scale JacKiUes. 

Skction a (ii) 

Question d.—Please enutnetate the small scale and cottoge indusirks v-lnch t/ju tm-ild 

like to d^v^lop". (a) suhsulioty to agrxcuUu^t. 

The Association have no comments to offer. 

(6) As sujiplemcntary to Uirge scale industries. 

Tt is not possible for the Association to enuinen te the sm^dl 
which should be developed as supplenieofery to laru'c scale Mi«luslry Bu 
can be given of industries like sciews, moulding powdei inanuh'-eluie ot 
pen parts, electro plating, manuiv.cturc of cutlery etc., the inami -u uk o 
dyes, jigs, and fixtures, machine parts and coinpt>nents. 

(c) As other independent units of production. 

Ti'.o Association have no comments to offer. 

Question 10. — Which cottage industries you consider sjudally suited for export 

purposes? 

The Association lirvc no comments to offer. 

Questiem 11 . — Do you consider that the protection to large scale industries has in any 

wiy (tff-icted smoll scale, awl cottage industries? If so, please state how 
and to what extent they have been so affected. 

Generally speaking, protection to large scale industiies has greitly helped the 
development of small scale industries by meking raw materiels available for the 
small scale industries. 

Question 12 . — Wluxt in your view are the main handicaps from which the small scale 

and cottage industries suffer? What steps would you recommend for 
the removal of these handicaps particularly with regard to the 

(a) supply of raw materials. 

Tne small scale industries suffer to a con.«iderabie extent fiom the non-uvail- 
abilitv of a'^equate supply of raw materials. It is, tlicrcfore, rcct'ssary that an Asso- 
ciation of small scale manufacturers should be formed in order that bulk supply 
of raw materi ds may be mode available to them for distribution to these industries. 
In the field of enginoermg industries, raw material would be iron and steel and a 
few otacr items and coal and coke. At iniportuut centres of coneeutrution of these 
industries depots should be opened in order to stock rav materials for distrlbuticn 
to these industries. 

{b) supply of tichnical skill. 

Tne requirements of small socle intlu.^tIi^•s in n gaid t*) tJie supply of leelmicu 1 
skill is tlie teclmical assistoiua in u small w y to .sc.\e their day to day problems 
such as (a) what kin<l of lubrieathm wouM give Siitisfaelory lesults; (h) ho-,v to 
increase the elticiericv of boiler equipment; (<•) how to havj j)eriodiial exuuiinc’ion 
of their limited nia iiiuery; (d) to see that they are not ou’ of order and otn. r\\ ise 
roquito attention; (< ) how to avoi«l corro.di ii in tluir stills when tln-y are dealing 
with chemical*' (f) bow to get cheap and re liable anal^.ses made of theii warts when 
complamts arihV ; (g> whet kind of blend or mixture they s’ oul l use for their 
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castings and what l^d of steel • 

thiey should aUow for 5^ ‘ ir own small foundries and workshops et<^ 

or replace machmory parte ma<te Oovernment Industrial Engineer located 

Such assistance can best ^ ? ^ta Bombay, Cawnpore, Madras, Delhi, 

at important industrial cities like ^ ^ ^ ad^ce to these small industnes, 

::Mch"t"X ^ng'^e^tec'hnicof os^stance and resoaech workers for therr 
needs. 

(c) their technique of manufacture". 

The technique of manufacture ^\hSefore,^coMidOT^ necessary 

^hifi[ Go^t— on the liAe of recommendation made are 

appointed this difficulty would also go. 

(d) their structure and organisation: 

The structure and organisation of the smaU scale industries is rather dpfeetive. 

of structure involve three considerations, namely, site, size, and scope. In other 
words Sion of these industries, their size and the types 

orobloms which h«^ve a great bearing on their productive activity. On the other 
hamlTrganisation refers to the entire field of the industry, like mdustrial combi- 
nations which reduce competition and determine prices. 

The Association feel that rationalisation is neceyary in the field of ^^©se 
industries in order to improve their efficiency. So far os the orgam^tion is 
confined it is very necessary that cooperative system should be mtroduced so 
that marketing faeffities, production technique etc., might improve. 


(c) supply of finance: 

In India at the present moment both the large scale and small scale industries 
suffer from inadequate finance and the Association have no hope that any temporary 
paUiative would be of any major assistance to these mdusteies. Miwtri^ 

IS a difficult matter and it is necessary that consohdated efforts should be made to 
cieate capital in the country and create reasonable condition for free employ- 
ment i the industries. The Association suggest that the activities of the Industrial 
Finan.'o Corporation in the provinces should lie increased m order to help the small 
s-.ulc industries in the solution of their financial difficulties. 

(/) ^narketivg facilities: 

The difTuulties of fin-ling market for the small scale industries are also there 
..ltd ’t is -aiggcated that the large scale industries which consume their products 
iuo -M h' Ip Uicm by purch-ising tboir products through some sort of an Association 
t lUtU these s’.nall industries are not put to difficulty. Where the small scale 

i\. Ju di v (“xi^is a-t an iudcj'cndcut unit and makes consumers articles, the Industries 
jjii ectorato ef rhr Provincial Govcrmneiit should help them in the sale of their 
p' uflucts. 

Questicn ]‘b — ir/ if slc2is should be taken to ensure that the interests of small scale and 

'.f- <(j- 'industries are safeguarded when trade agreemenU with foreign 
■■■'ulries are negotiatedf 


have no comments to offer. 
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Sect:on B. 

Policy of Diacrimiiialinn Protection and its application since 1923. 

Ouesiion 14.— PAe Fiscal Cojnmission appointed by the Goiernment of India in 1921 

recommended "that discrimination should be exercised tn the seUction oj 
industries for zrcUction and in the degree of proUction affor^ so (W to 
make the inevitable burden on the community as light as is comisterU 
with the due development of industries". On the strength of this basic 
zrincide the Commission decided that an industry seeking j^roU.dion or 
assistance should satisfy the 3 conditions enumerated in paragraph I of 
this note. Besides Tariff protection, the Commission recommended 
also certain non-ftscal ineasures. Are you satisfied that the policy recom- 
mended by the Ccmmission was fully implemented between hK3~l93B 
If not, please enumerate the tmiin deviations from the policy. 

The Association are not satisKecl tl»at the policy 

mission was fully i.nple.nontcl by tl>o Government. ^'“yYrv t e Fisca clm- 
would like to point out the defects in the pohey reeommen.le 1 1^ 

find that the policy of rliscrimination lias been exorcised ^ ^ 

different industries in placing their cases have been iireat f 
has been most dilatory. The .subsidiary 

recommended relate.l to the .ieletion of ttie proviso ‘ ‘ f men^^ 

Act in recrard to the lew of customs duty on goods belonging to Uo\crnmem. 

Another important reeomiuendation which tlie Commission made was 

wrth the Zcultie., i,. the .hapo of sl.ippin. rebates - 

^infibiTudnoubr^oATeki,!;!:;::^^^^ 

the industry, on imported labour. 

action. 

Question l5.-Do you find uuy defects in rte u-or,i,^ of tUs ,oUcy> IJ so, please g,ue 

deUliU with suitable examples. 

. , Of in tUn uorkintr of tlie policy as recommended by 

There have been ‘ ■ X irifl’ Boards did not 'recommend adcpiate 

the Fiscal CommLs.s.on. of India outright 

iejected the claim of an Industry for .^eat bittornes.s 

Tariir Board findings by the the Indian Ghiss Indu.stry is one 

among the Indian commercial .. recommendations of the Board by 

which illustrates tlie arbitrary rtjtc • protection was made bv the 

the Govern,,, ent In 1927 ^ ^“LXr.ha^^ in.h.^try rouKl not 

Glass Industry the V; "'’as it was dependent on imported 

be said to enjoy any natural ' J: , adonted a more liberal attitude in inter- 
soda ash But the second lanff B .1 Commission and held that even if 

preting the conditions laid doui ^ protection could not be 

the industry was using imported ^ia industry did not possess sufficient 

rejected unless it was found on balance that the industry uia p 
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natural advantages. The Board GovCTi^ent^of'lmUa'’ r^Sted the 

was delayed for about 2 years Further imperial preference was introduced 

recommendation of the , i i recommended that no general system of 

within protection. The Tariff Board . .j Question of adopting a policy 

imperial preference should be introducer commodities be referred to the Indi^ 

of preferential duties on a limited by the Tariff Board; 

•’O S'’-™'’" 

pnnc.ples:_ ^^t article without the approval of the 

aO p^h-rence he given in any way so as to di.ninish the protection 

roduiio^l 1>V Indiiiu Iii^lustric^* ^ 

p:ei^™ ^ 

to the United Kingdom be granted as a ^ agreement 

other jiarts of the empire preference bo granteU oniy oy t, 

rnutuallv advantageous. 

In spite of tbo — ing ImstiUties of 

form of imiiorial ]ir(*ieience tiu j favour of British manufactures was 

into it.. Tl.c syste.o ol rrefcn-nt.ul tlutms m t«our ol^| preferential 

dnUerrlrlna :,':,^::;l"^l.ere,l by an agreontent, supplcnentary to 
the Indo Biitisb Tra.le Agreement of 193-. 

There arc marry rrrromaUe., whirl, the amrki.rg of this policy reveal-s an,l rt rs 
diflieult to present a precise picture of all tlic defect-. 

ro;)ddio)W referred to in question 14 are satisfied. 

l \«soci-ition do not agree that the conditions recommended by the Fisc^ 
Ihe ije aaiilled in order to give protection to an mdi^try. 

■j;;;' miui:: s f h:^.::u'v ;vco-nK.n<lc.l by the Coitmission was that the scheme 
nt nr.lleetiou should be worked out with the assistance of a perma- 
nent ' TmitV Board so that before the industry could bo granted fiscal ^ 

-.ibould establish its claim to the satisfaction of the Board. The Board after ^ 

Invest iwat ion into the. economic position of the industry was to 

orulection should be extended and if so at what rate and for what period. The 
coiiditi...ns laid down by the Fiscal Commission were as foUows:— 

(i) it must be one possessing natural advantages such as an abundant 
supply ol' raw material, cheap ]»ower, sufficient supply of labour and a. 

large home market; 

(ii) it must also be one which witliout tlic help of protection eitlier is not 
likely to develop at all or is not likely to develop so rajutlly as is desirable 
ill the interest of the country: 

(h'O titiidly it mii.st be prove«l that the industry will eventually be able to 
f-i ee worM eoinpelition without protection. 

The As.soeiu' it'n <piite aerec that tlu' j'oliey ..f [U<tt‘ etion should be applied 
villi di- i riuiiiiat ion as indi.s' ciiniciate proteetion to all Imlian industries would lead 
1 .. etMiuanii'' ua.'^tl^ Tlu ie shoidd be a re i<onable ebanee lor the industries claiming 
ji|-. )t . lioTi to be able to face v. 'irl. ! (-< )riipet it l"n w it bout pr ot<M lion in the near future 
< veept wl.cic the indii.^try must l)C d»'\elopi<l in tlie naiional interest. It is for 
n .r-OLis that protection lias essenti illy to be tcmjmTarv aiul in so far as this 
conilitiou is onor-rne-d the A.s.soeiut\oTi (piite agree with the recummeudation of the 
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I^oal eommission. However, the tests laid down by the Fiscal CommiMion ^ 
conditions precedent to bo fulftUed by an industry were ri^d. The ^^ciation Bn J 
that the working of the protection policy since 1922 hM been 
of the rigidity of the conditions laid down by the Fiscal , 

have notbpen able to take full advantage of protection. For 

wd co^% like India it was undesirable to put such rigid condition and thereby 
fetter the discretion of the Tariff Board, as it is not always necessary that an ‘"diutoy 
Lking protection should possess an abundant supply of raw mate als or Urge 
home market etc The structure, for instance, of the Lancashire Cotton mdostry 
indiimte^ beyond any shadow of doubt that an' efficient industry can be orgai^ 

XS^to^l'^osf industries would not have come out of their 

swadUng cloth. 

^uesfion 17.^ ^ 

Chapter VU of their repoH ivtrt adequate and well conceited 
Supplementary measures recommended by tbe Fiscal CommUsion related 

(i) Industrial bias in primary education witl. a view to creating a mechani- 
cally Blinded industrial class. 

(ii) Training of apprentices for more skilled work. 

(in) Increased mobility of labour by giving better methods of education. 

(iy) Revision of railway rates policy. 

(y) Lowering of coastal shipping rates. 

(n') Shipping rebates. 

{vii) M<‘asu.es against dumping and certain other cognate matters. 

So fir rs the "cncr.'l rccoinmi'ndations in regard to the priniHr\ 

up here and th'. rc sii>c< th< nha\cn i . i .,s .y result of env coiiccrfed policy 

it cannot be said that they liave come into hcing as nsuii oi ..hn I . 

followed by tbe Government. 

The railway rates pcli<^ 

fotltr^o— uSns of the Ittdisn Industrial Commission in very strong 

(i) The governing princu-l-toh - 

;°csfw: oi' ai o^ ‘>>0 

from the ports. 

•I 1.1 ttornnt the nrinciple wliieh is followed in some other 



charged a single sum based on the total di.-^tan - . , . 

*1 1 nf .. noliov of individual conces.sions to industries 

.Ud f an indVcct nwlirnd of aubaidy by tiw State. But 
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we think within the limitations laid down by the Industrial ^mmis^ion it is not 

unieasonable that a special rate should be granted for a term of years 

tries ant) even to oth^s if they can mako out a proper case for special treatment. 

The recommendations of the Fiscal Commission in this regard were 
and beyond the endorsement of a general recommendation of the Industoal ^O^- 
missioT^ they did not go a step further. The difficulties wluch the 
have had to face since then hove been great and the railway poucy of the Gov..rmnent 

has not at all been helpful to their development. 

With regaro to the shipping rates on the coast the Commission had overwhelm^ 
evidence before them that the rates had been quoted sho^g a ^at 
between the charges of goods shipped from one Indian port to another ^nd tho^ 
on goods conveyed between Indian and foreign countries. In tins legard too, the 
Fisail Commission did not make any strong recommendation and simply endorsed 
the idea of the development of an Indian mercantile marine. They 8»mply dxew 
attention to the system of shipping rebates and they simply expressed tjie teelmg 
that the Government of India should make a thorough enquiry into the desirability 
of irjiliatnig similar legislation in India prcliibting the maintenance of a slupping 

monopoly. 

With regard to dumping, tlie Fiscrl Commission did not think it expedient to- 
recommend the enactment of a measure against dumping such as that in force m 
Canada. Tliey lecommendcd that the Government should consider the desniteility 
of introducing a measure more on the lines of tliDt pessed in the United States 
wlu icby power shouhl be takei' to impose tariff duty when after enquhies of the 
Tariff Board it had been established that dumping was taking place and that it 
was injiu-ing or was likely to injure an Indian industry. 

Que.'*(io 7 t IS.- /« a resolution passed in the Central Lujisleitive Assevihhj on (he 16th 

February, 192:], the principle of discriminating protection ivas accepted 
as the basis of Gov'.rnmr.nt policy subyct to the following gemral 
classifications: — 

{a) Thai the priiiciph: shouhl b-' apjdud irith due rtgard to the well being of 
the community and to the safgwtrds ynentioncfl in question 14. 

{h) That in th' apjdlr.ition. of (his jyrincipk regard must be fmd to the financial 
meds of da; c- utiiry and to the (hen dependence of the Gcvernmenl of 
India on import, ecj ' rl and excise duties for a large part of its reve- 
n ucs. 

To what extent if any, do you think these classif cations affected the policy- 
of discriminating protection between (he years Id'J-'i and 1939. Pkasc give 
your comments if possible separately for the following sub-periods ; — 

(i) 1923-29. 

(i/) 1030-34. 

{Hi) 1935-39. 

riio cla.ssjlic*iition mentioned above affected the working of tlie policy of discri- 
minating protection between the years 1923 and 1939 to a considerable degree in- 
asmuch as because of tlio restrictions placcfl on the tUscretion of the Tariff Board 

r*iV*ti* tl . • *>«. .1 m 


steel iiKlustr^' ;iU'l it was given the necessary protection. Similarl 5 ’^ the cotton indus- 
try was alst) protfa-ic'l. 'Fhi:- period between 1930 and 1934 was a period of dep- 
re.-^.siuu wfn-ii Ihc rcve.tmes (»l' the Gov'crnment were falling an<l, therefore, Govern ment 
hesitated to send up <-ase-; lor pruteetion except the outstanding example of the sugar 
industry. The period betwj'.ai 1931 and 1939 was one when only old cases were 
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„p for reconsideration for continuance of protection No new industries wer e 
added to the protected list as a result of t eso qualifications. 

r =?s Vr - r E“'“ ' 

of the nation are immense and cannot easily be estimated. 

Qmstim 19. The changes set out in faragraph ^ “h?i^^ "u'i# 

principle of discriminating protection in 1945 n^nl^iim ^ 

Board was established. What are your views on thus dey^^ ]^ ' 
original policy as laid dawn in the Indian Fiscal Commission report 

The Association welcome these deviations from the ori^al policy p laid down 
in the Commission’s report of 1922. Many of the mdustnes. sp<*.aUy 

both in peace time ^ Jj chance to find whether tliey could exist to the bene* 

tries should have been gnen . , i ended. It must be remem* 

fit of the "5 of friendship exhibited by these industries 

bered that it is not so . . Government care about them. Industries 

which wa^s so much f electric motors, textile ma* 

like small tools, machine tools, uoo i KvthA nation at all times- It ^vas, 

chinery, abrasives etc., q®, I ndia slackened the rigorous 

therefore, very necessary tfie Commission. The conditions which the 

conditions that were miposed b} the x fulfilled. There is no 

industries have now to fulfil ^ supported by public funds unless 

doubt that no industry should be or State assistance in 

* -• “"I’ “ 

successfully without protection or State assistance. 

.* r 7 ihe.f ihiit nolicu of Vf4o is being fnlhj mp'i' 
Question 20. your the ihjats m 

implemcniation lie ^ 

• • ..f iUri Association is being fullv irnplemcuted. 

The policy of 1915 in the opinion workim' of this policv U that the 

The only defect which the .Vssuciatioii of forwarding a particu- 

Ministry of Commerce have rcsor\ enquiry. This means that an indiis- 

1“ e?" ^ “.ouH 

oh" JXfu"h 0 Tariff Bomd and this dupUcation of effort at the Muustry 

of Commerce should be avoided. 
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Section C 

Review oflhe effects of past tariff policy 

C“ ur5^Lr m:;ori,de.riru,s under the following heads 

(а) Capital vnested in the industry (paid up) ; 

(б) - Rated capacity ; 

(c) Output ; , . It 

(d) Employment of labour (Uchnical and 7wn.teckmcal) ; 

(e) Wage bill {technical and non-technical) ; 


(/) Earnings of management ; 

^( 7 ) Profits earned and distributed ; 

(A) Ex-wprks jwrice and retail price ; 

WcnM you. make a detailed analysis on ike above lirus parlicuJarly in 
respect of the folloioing industries : — 

(t) Iron and Steel ; 

(li) Cotton textiles ; 

(n't) Sugar ; 

(t'y) Paper ; 

(v) Matches ? 


Please give your answer for the following periods : — 

(а) at the time when protection was given ; 

(б) in 1038-39 ; 

(c) in 1948-40. 


Of tho inchistries mentioned in question 22 the Engineering Association is in- 
teie ti-d only in Iron and Steel. It may bo pointed out that individual replies have 
alrcinlv hec^ji submitted by the firms concerned like the Tata Iron and Steel Co., Ltd., 
The Ste(tl C’nrporation of Bengal, The Indian Iron and Steel Co., and the Mysore 
Iron and Stool ^Vo^ks. From their replies the Fiscal Cotntnission would get an idea 
about the dovelopment that has taken place in each of these, units. Tho Associa- 
tion’s replies therefore, .shoukl be regardcfl as only general. Tho Association 
wouM point (Hit that the effect of protection on the iron and steel industry of tho 
country lias been one of constant d(‘\-elopmont of tlie industry. It would be recalled 
that in the 'fata Iron arul Steel Co. were the only manufueturcra of steel in 

the r‘..untrv ; tla- Mysore Works were just hcffinning to •'•ome into being. The Stool 
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JciilmI .-iinii' into being in Iff.'lT as a ilireet result of the policy of 
prol< ( ii"n ;.nanl<‘d b\‘ ilie (Jovernment. M»n*eo\'or. the Tata Works also consider- 
ably r\p in<l< !l since tlie ri.seal Comini'jsion tirsl re[)orted. .Mthough there ha.s been 

* . . . , . . » . I I t 1 rt^ A - - .1 • _!. - -1 _ A _ 
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in the e.ipit il inye.slf<i. tb<' Idock of Tatas which stood at Rs. 

2n !t oM s in increa-' 1 t" lb. 2'i-bp i-roios in lf>;5S.3V) and to Rs. I10-S3 

: • ui This expan^i"' > .ichieyed by prudent fin.in»-i.d nianauenunt 

and ^ loption of a sound poli(.\' ot ploiiLrbing back the profits in tlu‘ indii.-^try. 'Die 
- t ■•'rpor.ttinn nf f’.erigal fame into being in 1937, the sub.«teribed capital of the 
cr inpanv bt'ing I^s. t, 4S,,St>,72o. The gro.ss block of the company amounts to Rs. 
-i irn^iK^SI. in 1921 w hen the steel indu.stry was first examined by the Tariff Board 
i.iie jfiMductifui of steel was only 1,03,000 tons. The development after tho grant 
of proti otion ha.s been quite commendable. This would bo revealed by the fact that 
the production capacity of Tatas which in 1923-24 was only 2,00,000 tons increased 
to 7,5(.b(«K) tons in 1938-39 and to 8,50,000 tons in 1948-49. Similarly, the actual 
output of Tatas also increased which would be evidenced from the following 
figures ; — 


Yfarft 



Pig Iron 
Tons 


a 

• 

t.13.0) >(» 


• 

• 

lo.jn.niiu 

bus. 19 . 



'> 17 '.HM. 


Steel Ingots 

Finished steel 

Tons 

Tons 

2,3.’».0( »,» 

1 ,03,000 

9 47.000 

7.01.000 

0.04, 

6,61,000 
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The production of pig iron and ferro aUoye for the whole country since 1939 

was as follows : — 


Years 

1939 . 

1940 . 

1941 . 

1942 . 

1943 . 

1944 . 

1945 . 

1946 . 

1947 , 


Tons 

17.58,654 
20,12,611 
20,42,164 
18,50,938 
17,59.583 
14,43 200 
14,05.042 
14,38.054 
14,35,396 


In the above quantities the foUowing figures relate to ferro aUoys : 


Years 

1939 . 

1940 . 

1941 . 

1942 . 

1943 . 

1944 . 

1945 . 

1946 . 

1947 . 


Tons 

1,613 

18,199 

31,850 

21,197 

10,711 

6,189 

8,694 

15.611 

18.121 


The production of finished steel increase as foUevs 

Tons 
8.42.905 

. ♦ 

1.33.784 


Years 

1939 

1940 

1941 

1942 

1943 

1944 

1945 

1946 


1947 . . • • . . I. 

r i. 1 • a ftnrl metal for castings has also increased simiilta- 

The production of industry has expanded considerably as a 

neouBly. It may be noted that the^^^^^ t 

result of protective policy foU ^ engineering industries, but 

it has helped the development Ota mg ^ nucleus for 

&tboT In tL Ta?a Steelworks alone in 1923-24 there were 30.000 


11,37,650 

10,45,877 

11,49.308 

10.13,203 

9,96.678 

8,90,383 

8,93,296 
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workers employed which increased to 31,000 in 1938*39. The employment statistics 
for the country as a whole are given below : — 

No, of Workers 


1939 . 

• 

« 

• 

4 

54,177 

1940 . 

• 


• 

• 

56,729 

1941 . 


• 

4 

4 

59,246 

1942 . 

• 

• 

• 

• 

65,672 

1943 . 

• 

m 

4 

• 

67,357 

1944 . 

• 

• 

• 

• 

68,801 

1945 . 

» 

• 

• 

4 

63,932 

1946 . 

• 

• 

• 

4 

# 

65,400 


This leaves out of consideration the number of workers engaged in the ore mines 
and the collieries owned by the different Steel Works. 

The expansion of the industry as described above will indicate that the policy 
of tariff protection has considerably helped the industrial development of the country. 
But for the protective policy followed by the Government the Steel Industry would 
have presented an entirely different picture to-day. 

Question 23 (a) Please indicate the significant features if any, in the structure and or- 

ganisation of the protected and assisted industries with respect to : 

(t) the size of the unit, 

(ii) their location, 

(Hi) development of combinations horizontal or vertical , 

(ir) the development of ancillary industries, 

(v) any other aspect that you may consider it necessary to mention. 

(h) Do you think that the form or manner in which protection or assis- 
tance has been given to these industries has hod anything to do uAth 
these features. Which of tltese features ore in the interests of out 
economy and which arc uruiesirable ? 

(a) (£) Size of Units : — 


The Ste< l Industry in India has certcin iinpoitani foatiues in regard to its size^ 
Th<5 1'atn Iron and Steel C<>. arc considered to Le the h'jgest single unit in the world 
oiitMdc tlio Ur>ired States cf America. It is a fully integreted unit inasmuch as the- 
\--ejnpar\N- owns its owti mines and quarries supplying iron ore, limestone, manga- 

pel cent of its coal requirements. 
bimihu-Jy Su-el Oorp.a-ation olTh ugal have tlicir oud coal mines and other mines, 
i ho Cumpaiu- Ji-.s > it.< o\mi vnkv. o^•eI>s at Hirapur and Kulli, the capacity of wnicn 

iron and ^lc( I ,).d < unnn.-nr<.d produetion tn 1939. The third main producer 

”v T\! "'"'i' SteenVorks boga.i their operation in Jon- 

u..r h. . I ‘1 the lirm eonsi.-<ted of a blast funiaee and a Wood 

i.-' I ill n ion plant qia ru i'<Uliti(Jijs of auxiliiirv [dant.s hi-ve lakini place such 

- ! ... |H. iouud. v IJn,. A steel plan't !vitl. e, rollins mill added 

Si:, 

^00. t.,„s ,.i am, i^,dooto„sof 
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Steel Corporation of Bengal have recently obtained a loan from the Govcmn.ent of 
India in order to extend their plant for incicasing their capacity . 

TVnm the above it would bo soon that the Iron and Steel Industry in In^a I^s 

the growth and development of the size of the units may l>o mentioned . 

(1) The original plan of the projects has provided for a grad* al and con- 

tinuous development of tlieir size. 

(2) The location of the Steel Industry is very favourable. 

(3) The poUcy of protection adopted by the Government. 

"bou Mt ^Weh comprises ‘the sVnthSmTarcTiif^'hTcll "the xlta 

Works are located. .1- ISort dUUnce from ?he?^n' or,- deposits, 

advantaps j dolomite are also available in tiie nc ighbourliood. 

Ample location of the industry at Blmdravati is an m- 

teresting bo^rncccsritS^^^ by diarcnal blast furnaces ; both 

Tatiak 'iVtrraw"^-- liable wi.hi.t a radius of 30 n.ilcs a.td benee 

the industry is most advantageously located. 

Tire Wood DistilbOion Plant ■'* Bba.b-tdi 1 ms to^a. its su,M.ly o. -o 

a distance of 30 mihs from the , . Distillation Vlaut on nccuimt of the 

tons of wood. Wood was ^rauspo Uni to tho^^^^^^ of byci.roducts the 

recovery of bye-pioduots. distillatior of wood. This is 

cast iron mills J,,!),. of location consoquent upon reduction in the value 

“wuct'^a.tufocJu.ed in .vla'tio.t to the locatiomd weight transported. 

3. Development of ’'"'X! p 

not aware of any vcrtipl coi^in^m;' ,,, nientioiiod that 

dustry but in so far as and SteefCo. and the SCOB 

ther is a working arraugt m ^ ..roducts since 1939. Similarlv a pooling arrange- 

I/,,,-,, hi/h(^lni^s —Tho ostahlishnuuit of steel m<lusliy 

4. Devclopmc^/t Yir.^l'ii.ouKted the growth of almost ail Ha- Kneiuerrimr Tudus- 

in India hc.s n^o concentration of a large nnmi.er ot important 

tries in the country. Avir->.n;uh oxv«'cn gas, castings, loconiotivc.s etc. 

industries like ^"‘P^ 'Yhe 'country the de’velopmeiit of I-higin -ering Ii'.dustnes has 
near ’he availability ofra« mutorials .n the con.ttry. 

\j _Thcre is a belief current in certain circles that prote^ion 
6. Any otiter aspect. Th , burden on the economy of the country. How 

to the stc-l *ni5,"YbV beuef is will be apparent from a perusal ol the note 
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Commission (Appendix I)explaiiungtheburden of protection to the 

shape of protective import duties and the manifold benefits derived by 

from such protection. The benefits completely outweigh the so-called burden ol 

protection. The Tata Iron and Steel Co. further pointed out : 

“ Tlie establishment of the Steel Industry on its present ba^is and the constant 
additions and extensions made to the plant to ineronse the total steJ producing ca- 
pacity have been greatly assisted by the protection granted to the industry since 

1924. 

“ The former manner in which the protection was given took the nature of 

bounties (for thref years only) and pioteetivc import duties. It may be gcner^ly 

stated that Uio form of prcitcction adopted was conducive to the development of 
enuineeriiig and aueillary industries and railways. Thus the comp^atiyely low duty 
on'^stnictiu-als h^vit d in 1024 was intended to keep the cost of steel to the consuming 
industries as low ns iwsable. The bounties granted on rails and fish plates in the 
same year by way of addi‘ionol assistance, as also the supplementary protection 
granted in the following yeai in the form of bounties, were int^ded to reduce the cost 
of steel to the consuming industries and to the railways. The mtroduction oi the 
principle of diffeientij*! duties since 1927 with prcfeiential duties on imports from the 
V K wliich was the jirecursor of the piinciple of Imperial Preference subsequently 
embodied in tlie Ottawa Pact, had the same result of minimising the cost of protec- 
tion to eonsiiiners of tested steel, such as railways, engineering industiies, macliinery- 
mannfactun s, i)uhlie utility undt rtakings etc. 

*■ III 10:U, the jmitei livc diitU'S on sliueturals and plates from the U. K., which 
are < ''scni i 1 r ’.v\ cri .Is foi engiiXH'ring Jui<l publi • utility undertakings, and 
rivil^ lidi pl ib s ;itu' slci-jHrs iV nn el) soiirees, n'qnired by tlie railway-:, were in.ide 
eqnivah iil I > "i.lim r\ n vemu- duties phi-: Ha* proportionate eoiintervailing 

ex< i>e duiv .>n iiiL" t>. Jiil’lct.^ ^^lli(h \. t >- useil l-y tie- re-rollers vere ex(‘inpled from 
all dulirs cxiM-pt the countervailing ex<-ise clutv on ingot«. 

•• Thii- 111. I'.tjii anil nuiiim r in wliiili pri tn-tjon has been given to the main 
stci I itiilnsM'x h.'> !‘i I'M Mil'll as t. id < oje id.ei aMi- a. si-lanee to tJie ain-illary ano 

'i- ti irs .1.- 1-0 till- 1 lilwi' v.-:. XoiM of til ' oti ei features in tlio .struc- 
i ,.t i,,., , 1 j 1„ i>i«hi>trv !M< Ml i«. Ill'll in ( 0 .'.hove lias liaihmyth ing to do 
! i;i, »:K’ I O' \v hi' h t ion w i's L'iv I'll : nor an.’ an>’ of llie ahove- 

ii.i in lie .iii.riuro .’.ud • irgi’-oi.-e . ion of tlie industry prejudii ial or 
ini' I' . -I o( lln- ’j' l.' i. I I'- ouiiinv of the eouutrv. 


ell'-' I ni'cr’ii'a ) i a 
tui '- i’,< 1 • ' 

wi’ i'. ■ i" i' : i 

11!< I i' l"( • ' I 

h; J )i: 1 ! ■ ' ' 


■j : '' ' I T , ' 'll" '•[■••i 1 I i 1 ho f>'nn anil manner of pioleetion to which 

. o f* i< n' «' li« n-. 'fhe pel ioifs for w hieli t lie dilTc i ent 'j'ai iff 

. ' I , " cl I I ' ic <'li< .ii l eikgod. from 3 1** 7 yc-ars. 'J'lie .'-■eale of jiroteelicui 

i , . il* t' riiiiiieil after considering tlie expei-tcd levc’l of C. 1. F. ]>iiees of 

f> ’ 1 . 'i-ii l> in India during the period for whieli j>rote(tion was reec-minended 

' f ir .'i Mine priies h r tin- j.rocluctsof the in<lig<*nous industry to give it a 
"M,. I'lc mai';;iii of jirofit. In the steal imlu try it lias invariably- liapjK'iK'cl that 

e.-t inuitc-'- of ('. 1. F. prices and fi ii- selling piiecs made by eacli of the Tarifi* 

'boards wore upset due to d’n'elopments wliieh were luit foreseen at the time of the 
'I’aritT Hoard's onquirio.c. Tints, fer examjile, wl.ile the scale of duties levied in 1924 
was intended to remain in force for a jieriod of tliree years it proved inadequate on 
account of further ilepreeintion of continental currencies anrl apjireciation of the 
rupee in term.s of sterling. Williin six months of the grant of protection, therofore, 
the Tariff Hoard liad t" he asked to make a IVesli I’nifuirv to recommend additional 
piotei'tion. 

Again, while tie- pruteition gr.tnfed in 1927 was intended to remain in force 
for a ])eriod of si vm years, an in- rca-e in llie- rate «d' duty on Lcdvanised .sheets from 
Rs. .?(! to Ks. Oi per ton had to I"- 'ineti<>nid in Ifl.'lu mi iieei.>uiit of a ri’duction in. 
the imports prices of galvani.seii Aie-'i-. those estimated by the Taiitf Hoard. 


89t- 

In the sen.e on accost of the We. 

Mnrpri-ofS hlT^o be increased from Re. 110 to Rs. 130 per ton. 

.. The Tariff Board <^.<1 W h^ 

depression which sot m the yea - nriccs of steel. Apain the major strike 

reduction in the Company’s Works at Jamslitxlpur consider- 

which took place in 1928 works^ costs and caused considerable re- 

.. Th. ti.. i« -.HI* i"r * - ^r". “S - 

factor and the senrtion of j ,j„] f„r tin- purpose, cau.scd needles.s Ws to the 

comnrendations of T-ff Boards app^ „f', detection. Much swifter 

ro«oTL'‘l'’;aH of GoWritmcnt is .rece.ury to see that ptotoetion .ranted to an 

in^stry docs W at any stage prove inadequate. 

. • In tl>c hlstorv of nroteetion to the steel 

“ Wo might also known to itself saw fit to curtail the measure 

industry, when Government, ‘ kv the Tariff Board after a fletailed en- 

of protection '^<=low what j had recommended a bounty at the rate of Rs. 

quiry. In J une 1925 the laritt Boa ^ ,„„„ths sul.jcet to a 

18 per ton ‘g^verjimit, however, sanctioned a bounty at the re- 

"rate of S; 12 per ton for a period of 18 months, subject to a ma.uu urn of Rs. 

“ On account of these and pote^ 

industry actually ^ As a consequence the Company was not m a 

ed hy t>ie different deferred shares for the entire period 

position to pay any exMpt for a dividend of Re. 1 per ordinary s_hare 

from April 1922 to ^ nftr^od Auril 1922 to March 1925 and, again, from 

- The Steel “he“ .“ad^^p^lon Ha.i peeeed nPd 

for the past losses after , J prices of steel. The formation of the interna- 

definite recovery had set mm the armament manufacturing pro- 

tional steel cartel on ....^trics since 1937, further contnbuteil to the 

grammes adopted by the Eiuop . over, in which the steel industry m 

general prosperity of the maustr^ 

India also shared .” 

•j ihnf fhfi undesirable features mentioned, if any, were due 
Question 24, If you deiidencks in the control exercised by Govtrninent over 

" ^iTcrMusiries, please point ou, suck defeels cr de- 

ficiencies. , ^ • 

In view of our replies to question 23h the question does not arise. 

To «.;,«< erlent has the proUCion or assistance afjorjeel to an „nU,slnj 

resulted in : — 

(i) Its progressirc mechanisalicn. 

\L the introdnetien of ne,o cconcnics an, other tech.ncat „nprc,.,nents. 
the optimunr utilisation of indigemus raw mater, als and bge-pro- 

duds. . 

Phase iUnstrate u:ith examples drawn from your knawUdye or experience. 


Question 25. 
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The Steel Industry in India has all along followed the policy ^ 

ohanization and the introduction of technical improvements with a mew ^ 
cost of production. This would he borne ou* ^y the facts given in the ^moranda 
submitt^ by individual companies. The foUowmg, however, may be noted . 

(i) Installation of coal mixing bunkers in June, 1939 which rettecra <mst 

of coking coal, has facilitated blendmg and enabled control 

of tho coko plant at Tata W^orks. 

(ii) iTistaUation of coke breeze fired boilers in 1944-46 at Tata Works as 
a measure of fuel economy. 

(ui) Installation of normalising plant in the plate mill at Tata Works in 
lfiS5.36. 


(I'u) Introduction of duplex plant at the Steel Corporation of Bengal. 

(r) Modernisation of the coke oven by installing a new set of batteries and 
ancillary plant at the Steel Corporation of Bengal. 

(i;i) Establishment of a ferro-silicon plant at the Mysore Works. 

(yn*) Installation of a rod and strip mill at Mysore. 

(yiii) Proposal for the establishment of an electric pig iron furnance at 
Mysore Works. 

(tx) Recovery of bye-products at Jamshedpur and Mysore. 


The above illustrations would indicate that the Steel Industry under the shelter 
■of protection has introduced progressive mechanisation and other technical improve- 
ments as economy measures. Along with the production of pig iron and steel, 
the consumption of indigenous raw materials like iron ore, dolomite, etc., has 

considerably increased. 


Question 26. Tfao the proleciiem or assistance to ovr industries introduced any sub- 
stantial increase in the supply of : — 

(a) Technical personnel required by the industry, 

(!>) skilled labour, 

(c) semi’Skilled labour, 

(d) stabilised industrial labour Jorce ? 

(a) Technical Personnel required by the industry. — ^The protection granted to the 
industry has undoubtedly led to the supply of technical personnel for the industry. 
In the initial stages the industry had to depend upon technical personnel imported 
from abroad. It may be pointed out that the Tata Iron & Steel Co., Ltd., set up a 
Technical Institute at .Tainshedpur in 1921 for the training of Indians for employ- 
ment in }ii;»hor grade posts. Ever since its start the Institute has turned out a regu- 
lar ti'am of trained Engineers to meet the requirements of the industry. 

(h) cL- (c) x^killed and semi-skilled labour. — The establishment and progressive 
ch'V( loT)in'-‘nt of Iho Stec^l Industry under protection has led to the creation of a skilled 
ii’id < • ni'shiU' d labour force, The Tata Technical Institute also conducts an 
u[:|ariirice'lilj) course for somi-skilled oniployccs and they are also running a Techni- 
cal ui'.rlit schno! tor the employees. 


(d) Slnbifi'-d industn'.il labour force. — Labour force at Jamshctlpur, Hirapur 
an 1 KuUi and ’Mysore is stihiliscd because the industry has offered them necess^iry 
facilities li'ac lal)onr qu.arU rs. security of employment, liberal terms of service, etc. 
. I labt)ar force cnu-lr.yc I by Ujo Steel Industry may be regarded as stabilised. 




To wrot .it, if any, has industrial research been initiated and fostered 
by and assisted industries ? 



'.ve lai'. 


tV'C main . oik in this field has been done by the Tata Iron & Steel Co 
tv> only describe the facilities which have been provided by them. They 
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maintain the Tata Control and Research' Laboratories -f ® 

carried on on a large number of subjects. An illustration of the fruits of this 
■mil be found in the fact that it has been possible to manufacture b^ic 

would als^draw the attention of the Fiscal Commission to the 

ted by Tata Iron and Steel Co.. Ltd., ^yhere dctaile*! account has been gn en regar- 
ding the research work carried on by their organization. 


Quesiion 28. 


Do you consider that the revenue tariffs imposed tn the past have had any 
appreciable effects on ike Growth and development of 

the course of our export and impoH trade? ^ j/ou 

your findings with some examples drawn from the trade or industry of 

which you have knowledge or experience ? 


The Association have no comments to offer. 


Question 29. 


{a) What were the broad effecU of the iariff policy putmrA 
ernment betweeti 1923 a, id 1939, on the volume character and geegra- 
phkal of our import and export trade . 

lb) To whit extent was the relative importance of our domestic and foreign 
trade affected by this policy during this period . 

In so far as the effects of the tariff policy on the Com® 

^ii"e s7nt » ur^oS^l^'the Steel Co., LtO. Beyond 

this the Association have no views to otter. 

«. f. .» !*« " 

s » — '**■ 

The Association have no comments to offer. 


Section D 


Factors in the formulation of a new Fiscal Folic, j^Import Control Policy. 


Question 31. 


What in your assessment is the relathe importance cf the main changes 
Yn the palm of our foreign trade which had taken place ,n the periods (a) 

ig^Q — 45 and (6) 1940 — 49 % 

X ’A rnlitive imnortance of the main changes in 

In order to get Irhe^he war perio.ls, it is necessary 

the pattern of our foreign * nro'\v\r position. India has been a supplier of 

to state a few 1^1 a ‘considerable scale and a bulk purchaser of 

vital raw materials to th miintries. After the Industrial Revolution in 

manufactured articles ^ ^ market for Britisli manufactures and plantation 

Groat Britain, ® ” 1 food-stuffs to feed Britisli factories and population, 

of supply of raw . ..fter World War I when in spite of so many dravr- 

But this position was change irwtallod Thi.s progress of industrialisation 

backs, modern factories begim to bo^insU^^^^^^^^ P ^ 

gained strength and bega manufactures began to appear 

extent in foreigm in particular India h.id a monopoly.. This 

in the export vigour and speed with the march of time and is stea- 

up t«\he present day. The following table g>vos a clear 
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picture about the percent-age of manufactured goods to the total trade bbtfe 
exports and imports : — 


in 


1920-21 

1924-25 

1928-29 

1932-33 

1930-37 

1939-40 


Import 

Export 

84% 

36% 

76% 

22% 

73% 

27% 

73% 

29% 

75% 

26% 

56% 

38% 


It will be scon from tl\e above table that in 1920-21 manufactured articles con- 
stituted as liigh as 84*^0 of our total imports and 36% of our exports. But the 
imports of manufactured goods dwindled to 56% and that of export increased to 
38°' in ll)39-4tt. The cliangc brought about in the increase of export of manufac- 
tured goo«ls is the result of our increasing industrialisation. 


In so far as the engineering goods are concerned, we have not been an exporter 
except in case of pig iron and iron ore. The manufactured articles which formed 
84% of the total value of our imports in 1920-21 declined to 56% in 1939-40. The 
import of intlustrial raw materials relatively increased from 5% in 1920-21 to 22% 
in 1039-40. The import of food .stuffs incr-ased fiom 11% in 1920-21 to 22% in 
1930-40. On the export . 'side Dur export of manufactured goo{ls declined relatively 
from 36% in 1920-21 to 26% in 1936-3T and the export of industrial raw materials 
increased from 35°/o to 55%. 


This would indicate that In«lian industric.s uerc <levelopod mainly from the 
angle of producing those, goods wlueh were internally required and not for proce.ssing 
raw materials which arc exported. 


But the j)criod of War II brought about a considerable change in the pattern 
of our foreign trmlc. The period between 1939 and 1945 was full of abnormal 
dillicultie-s and the Government of India had to control imports for : (1) Conservation 
of foreign » xchang eresource.s, (2) for meeting the war demand and (3) for utilising 
the available shipping .-.pace to the best advantage. The figures of exports from 
1911-42 show a marked drop in the export of industrial raw materials to 28% and 
an equally marked iiuTea.'»( in the export of manufactures to the extent of 47%. 
During tl'ie ^\ar period on aecomit of Gov<Tnment control for reasons of war, the 
for<'is.'n traile \'as hcflgeil in and we did not have appreciable imports of manufac- 
tured arti< lc.-- whieh were either not required urgently or which could be procured 
liM.ilj •. r!]<- p-ult of tins was that many now engineering industries developed 

ill il • (cnnDy. An »*Niimph- of this may be found in the case of machine tools, 
d !o<.ls. \ ail.iu- « U . ti iral industries, new t^’pes of special steels, screws, antimony, 
j.'.w.ji i'rdu-i iir-tal indnsirs' etc., etc. 


\ti. : 

I i jOi >> ' ’ d 

^ I 

» *.'‘t j r .• 

ijj I ] • t '111 

• * I j i \ . ’Ill 

' ; r ( I ; M ,, 1 it , 


1 )d t t ion tlic Wav in 11)45, tlie sliipjiing difficulty largely dis- 

nd lilt rL'* in the ^\(*stc^n ccaintrii'^^ A\*lnch were our main 


r I ! ► * 

t t r'M 

• : ( M. 
. . I 


u 


t r . i ‘ 
ri 'WiU' 
1’^ / 


I > 


■ ' i.<M( ! -d. In 1946 (.Ttwernnu nl of India considered that 

>< ;M h --plli. ifiitl} lilieralised to meet the jient up demand in the 
; -.1 ; i'pi ti (n lUTid Liet nee was i-\ft nd<'<l to a large number 

-n d liMiii all soure< s. 'J'he total value of lie»-nces issued 
- -nding 12th :\Iareh, 1947, wa.s abimt a thousand 
f.r lie that tlu- lieenees issued were not fully utilised 
I 'I' V was t.i impose heav\ hurden on India’s fc-rtdeiM'xehange 
• - en. etiun refen jice may he madi' to the famous Hvdari .Mission 
laigl.ind and America ;in<l negotiated for the import of alar-re number 
ood.s. I he eouiitry was lloodeil with imjiorts ot .d] suits «lf commo- 
i7 tin entire pos'tion was reviewed aisd the Gov .rnmont decided to 


I ’ 

1 

• 

f i 

tir 


1 
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Umit imports to the current earnings of exports plus the t.arafers from the sterh^ 
balances The position of restricted imports continued till July, 1948. J g 
this period a large number of industrial raw materials and plant 
weCpor^d But again in July. 1948. the Government reviewed thou 
nnlicv in order to import a large number of articles to light the inflation. This 

“ “f X' p. % 

a severe shock. . . 

ecu r>recisthl analyse the efjects cf (a) Ugislathe and {h) admmts- 

trade and {h) the grouth and deielopment of cur nidu^irus. 

The effect of Government c^ti^ - cm im aml^ort ^ h b^n .1^ 

with in om- replies to question 31 ab ■ „ieasurcs*cxcept for periods of great 

has considerably chmigod as j' j o,vn without ainsulting the interests 

abnormality when Government acted on thc^ The import control 

of trade and mdustry m I ^ number of capital equipment and indus- 

policy has resulted in the ® the imi.ort policy of the Govern* 

trial raw materials. As i\e ha\c po .mniber of consumer goods in the .shipping 

was toded S cteVL” and English goods which disorganised a large 
number of Engmcering Industries m the coiinti} . 

In so far as the eS^ot of th.^^ XiSs^;”d;.n:;;n" ill'lnima,^ 
served a very good purpose o trade has been consirlcrably hampered us a 

needs. The developmetrt of export ra^e 1ms m.lia 

result of these controls order to earn foreien exeliange. 

has decided recen’tfy appointed an Export Promotion Conn.uttoe, 

ji!!«& ttL*gJs *..o„ ... „ ,.,.1, .. 

announced recently by Gowimuent. , i U 

So far as the “* ‘‘^,^1 ®,ecord their appreciation that as a result of scarce 

concerned, tlie of inniorts a largo number ot Kiigmcermg Indus- 

conditions created by the sjopp g 1 the earlier section of thi.s memoran- 

trieshad conic ^ .levclopmcnt an<l growth of various 

dum. the Association PO n I the war. The example of 

Engineering Industries ^ of Alloy and Tool Steel Imlustru s, smal 

these would be found in the deve 1 Expanded Metals, non-foirous idelal 

Tools and Maehme Tools \Voo here l,„U.stries like Diesel I ngmes 


etc., iiiict-Lx.v-. .-A.-.,,, p'nt/iiieermg imiusiries viit.«-ixvxx .... 

S^^th :!^Xston.petitr:n froi. cheap foreign products iu the last two years. 

18 M. of Com. 
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Ouesiion 33. To whai extent had these changes affected 

wZ: yZ Zy le canlLd or about which you wny possess adequate 
knowledge. 

■ The fundamental premises on which the recommendati^s of the Indian Fiscal 
Commission for a poUcy of discriminate protection were baaed were . 

/n Thnt an industry must be possessing natural advantages such as an abun- 
'"‘‘dant supply of^w materials, chlap power, sufficient supply of labour 

and a large home market. 

I •>> The industry must also be one which vvithout the help of protection either 
is”ot lufely to develop at aU or is not likely to develop so rapidly as 
desirable in the interest of the country ; and 

(3) Finally, it must be proved that the industry will eventually be able to 
face world competition without protection. 

In so far as the change in the pattern of our export trade is concerned 
the interest of the nation requires that we must export manufactured 
commodities in order to earn foreign exchange resources to pay for 
our capital equipment and industrial raw m^nals w^ch are 
not able to niamifactiu-e inside our country. This would mean that 
even though an industry may not be enjojnng natural advantages in 
regard to the supply of raw materials, cheap power or anyone of them, 
it^s very necessary that that industry should be developed for catcrin^ 
to the needs of foreign markets. For the development of such an 
intlustry it may be necessary that raw materials should be imported. 

An example of this will be found in the case of plastic Industry where tho raw 
material naniely moulding powders are not available in the country. India s Plastics 
Industry has been built up with the help of importcfi raw inaterial and it J? now 
buildinf' up export markets in the neighbouring countries which would earn forei^ 
exch ume resources for the country. Therefore, in the case of such an mdustry 
the availability of raw materials inside the country in order to enable it to receive 
S ate pmtcl-tiun should not bo a neces.sary condition. Similarly in case of other 
Engiimering Industries « hicli can <‘asily cater for foreign markets, it may be n^essary 
to imifort steel because of shortage iiisifle the country. The Association, therefore, 
feel that due to the necessity of our having to export a large number of articles m 
order to balance our payment position, it may be necessary for the Goveniment 
to relax .«ome of the conditions imposed by the Fiscal Commission ot 1921-22. 

d/. In il» lUjhi of yovr appreciatiov what is the relative importance you 
‘ nttfich untler ih( prescht day comlUions to the Governmental measur€3for the pro- 
■n.oiio}. (f cur troth ot.d imhistn/ uhkh may he broadly classified under the 
fdhw ituj 7uafIs:—Ui'i Fiwal mfn.'-urt.s and {b) r,cv-fiscal measures. 

The jioliey of Inhstz fnlre umh-r which the Government of a country has not 
to interfere with the industrial aiul commercial aspirations of the country is dead 
and gone. ] ri the pre.^ont tlay eeunomic •conditions of the world, the Government 
oi' t ve'v .-onmrN- has uctnally assisted the promotion of its trade and commerce. 
It is 1 i'.< P'i a ■ . II t 'i< < >.'.iTy for the Association to emphasiic the importance of 
rt rrin.< e! a’ iuo I'i- vi nce for the promotion of our trade and industry. I'rivate 


(it*' II hi iv/ b •.«& c A aavav a a a .a 

I at' t iri.'*' jia.- .In .-dy gi\en jilacc to controlled economy and it is very necessary 
i).-.' ••'iv (•' IT . I t actively .support the industrialisation of th»* country both 
.Ml '- 1 ’. li'CJ'J nieasmes. In the opinion of the Assoeiation non-fiscal 

- . 1; v- M Uf importance than the fiscal measures especially on accoiu 

iou T. ! i.-h lias created for India two land frontiers one on the East and 
''•Ji, r "ii ■' ■ \V«*st, the result of wliich would be tliat the j.mugglers traile w' 
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flourish aud the fiscal measures adopted by the Government woidd not fully m^t 
the requirements of the situation. It is apprehended that if the Fiscal Commission 
recommends help to our secondary industries by heavy 

the smuggler’s art will make small the protective wall, since the long boumhiry 
lines between the Dominions of India and Pakistan have become the life ^ 
the smuggler’s enterprise. It is to be understood that partition has made 
by import duties of small avail for many industries. For mst^cc I we n^ise the 
protective duty on cycles in the Indian Dominion say to 60% wtule in the 
the duty is 20 % we will find thousands of foreign cycles wheeling down fnim 
into the^Indian Dominion. Suppose India wants to protect th 
in India by raising the import duty to 70% while the Pakis < ^ ® 

10% we will then stimulate the Pakistan smuggler to ply a ■ . ' profitable trad^ th 
Indl wi^h tWs easily concealed material, which is very sm dl m size but cos ly m 
mice Wo thus coine to the paradox that it is not so much the import duties m 
Ldia that will ultimately protect Indian industries os the Pakistan import duties. 

Ouestion 35 Would you indicate the extent to which an appr^riaie tnri^ policy can 
^ further our foreign trade and assist tn the development of our tndustnes . 

The Association strongly believe that an appropriate traiff policy suit^ to the 

* ^11 Inna wav in the development of our industries and m building uj) 

country will go a in p ^ Government assist 

T ^'''"rnln^of o^n bv fiscal and non-fiscal measures and actively 

the development of our indu^^^^^^ country. 

^pport the deve of ensinrering industries which have been established in 

the country durmg *n . ) restriction on imports is placed and stanaar- 

^ T/nuamv i aoWevel' eJirt tnule™ bound to develo'p. The Association 
are n^ in r,;osition to say if any country has developed l.er industries w.tliout 

active Governmental assistance. 

Question 36. What in your judgment should he the objectives of tariff policy in .short 
periods 

In the judgment of the Association the objectives of tarifl' policy in tlu- short 
period should be: 

(i) to accelerate the pace of industrialisation in the country: 

(ii) to introduce mechanisation in agriculture for the Association believe 

that human flesh and blood sl.ould not he required to do the joi. 

w'liich iron and steel can do; 

(ui) to nuse the standard of living of the masses; 

(iv) to aim at fuller employment of India's teeming population. 

.n W The minority report of the Indian Fiscal Commis.sion 1921-22 erpressed 

if viel that there should be an unqualified pronouncement that the F.scal 
Polly best suited for Mia is protect, on. Do you agree u;lh Hast 

The national aspirations of India have all along been towards following a pro- 
The \ , country. It has always been tlie lio|>e of Didians wJio 

tectivc tariff P®* J comitrv at heart that a free India will follow a protective 

’'olitv The country till 1947 had been groaning under the hardship of a virtual 
policy, ine couniry • „non her bv her rulers m their oum interests. 

free trade that eCosed to the full blast of foreign competition and as 

Indian economy has b n . 1^ . , nroceedeel at a vitv slow pace. Under tJie 

such the country s j tjon strongly belie\ e that the Fiscal policy best 

present, cncumstances the Association 

Bome time in order to catch- the arrears of our grotvth the 
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various sectors of our economy It^STn^t te understood 

trz’z:i£&t «- p-- - 

too need have only a controUed economy. 

Question 38. If so. u,hat principles and ccmdU^ wouU you lay doun. for 
regulating the grant of protecHon or assxatance% \ 

In the opinion of the Association the con^tio^for 

protection or assistance shmild be the ^meas^^^dt^ ^^^y ^ conditions can 

terms of reference to the Tariff , • ^orth development. The Abbo- 

covcr almost any industry in f ^ j^elpful outlook by the Tariff Board 

eiatiou would, however, suggest a \ P se interpietotion of the condi- 

and the Government. T^s becomes “^X^Se^^eUgibk for protection, 

tions might create y a vague one. An industry 

Sgi"0^cS^o^le^lop sufficient to 

^ depends upon the circums- 

tanccs of each industry. ^ , i ^ 

The Association, however would Ijke to makett^tt* 
not IK. \'[d«crunmate to an^ d t standards at an early date 

IS that the Indian Standards Inst , ^ hicldv qualified techiucal expert 

should be the eriteriou of stamUird qiuilitN - 

In n gard to the . ost of protection the Association would like to 

th*' nf the ditlereuce between the landed cost of the imported ai*ticle and 

tiif Ibir seliln- i-vife of the indigenous i.roduct The questi^, tber^ore^ 

•,rNe^ Nshitle I- an Indian sh.nihl ;jo on pcying for sometime X plus Y, Y bemg the 
ni.'-iJuiv ol iir.Ui - non nr he sliould send out of lus eomitry X for aU times. Tho 
li I.h to the .ne-ti- n b- ol>viou>. If India’s teeming millions have to be provided 
v. ith . innloMi.t n . il tj,.- .t..nd rd < f In iug of the masses bus to be raised, and if 
Ih- .1 iiion; ! di' b,. j».i t.f ii:.‘ lontUrv lias to be inerea.'ied. increased mdustruvlnation 
j Dv • i-em- Hid i,M .. eM iUndustrinlisatioi) in its turn depends upon protection. 
Th. .\ b tioe a. iloubi in their mind that the community has to shoulder 

tji! - i i; I li !i l:!. • li \ . 


f ri/ . 




d 




II, 

i'.Ua ••: i' 

: • w V ' ! i ' 

i ini' ' 


I » 


d ill (he aiplkotii.n of th^ feni vla cr ^/re/.r/^hs. ij cny, cr 

■ '?• ■' .'.'/v'/jov/ of tin policy in gnieral. lilf sj.fcial eoxitudnoiicxi cr prio- 
■ -r ii ill any particular classfi^ of indu.<frii‘i If s'o, phate name the 

,iiu» would like to give .sj.eeiei eonsidt rat ion to the iiet-ds ol basic 
i- L'iiereafter ^holll«l emiu* the ussoeiateil and seeoudarx' industry 
! ail industi-ifs prodiieiiig (“finsniner goods. But the Ass<*eiation are 
I a danger in making the ali<.»v<* stateiiunt E\tT\ industry is iiiiportant 



47 


1 40 Do you agree «nft «fte «e» tM 

The Assooietion do not agree with ]Jj®,™tVo^quSdon tf protection should 

tho growth and me^ures in case of unborn industries, 

the appUcation of only non- ec ^ 

Q^iou 41. Please indicate your mens on the varrous 
(7) Protective import duty* 

(2) Bounty - ,ne alun^inium price pool u Mc, uas introduced 

(3) System of pool prxces e.g. 

tillrecentlys - -»--^ 


ttons calls C/& 

commitments. ^.thnds 

,, ..eh o; ..e ™e.e. ehou. he Ihe «o « . ^ 

<«) r ”■ 

rie^-^g^ Ihe metKod of protecUont 

w The best ^£*:“TeiT?oXrices®r^- 

workable in actual pr „ rticles and m each . • seeking protectior . '^e 

There are a large number sN'stcin for industr ^ ^iJative restriction 

a^d it is. very h okav ‘"e fy^tem of T-" , 

Association would like hi almost alUho cases. 1“ bearmg on 

on imports should be app fpstriction of '"'P . ^j ' Indian market for 

datioi ofthe Assoc.at.on Ntoroover, goaraoteemg the 

the psychology of tbo oo"- 

YM^irranmifl l^roduCt !• . , . 


the psychology of the ^'Tr hi the held of engineering, ImUan 

the indigenous Jundustiics speciallj m tl^^ h products of the 

circumstances of th ud oompctc 'y'‘’‘ Quality is a matter of cx- 

industry cannot be oxpoo' ^ j f,„ rcutuncs now . y 

be a combination of protective 

i}%\ The iiorni8»l ni6thod^ ^ I ^ 

import duty and restricted imp^^ appropriate method to be^ 

^ xAA recornmend the iP r fr^ riff Board should keep 

/-I The Association would recc ^ whieli a Tantt noam 

mined in each case on Its raen^'’^^ p^tiyn should be 

in mind in selecting the metl wUhout that particular 

expert people and t-noy 


4 $ 


as they can have access to imported machines. It may, therefore,; 
be necessary to restrict the market for imported articles, 

(it) that the industry is one where the grant of protection by protective 
import duty or by restriction of imports would be a heavy burden on 
the consumers. In such a case only subsidy may be desirable, 

(iii) that the cost of raw materials and labour compare proportionately less 

to the cost of the total product, and 

(iv) that there is a world monopoly in a product or in the acquisition of raw 

materials. \ 


Question 42. What should be Government policy and procedure tvhere the situation 
calls for only safeguarding or anti-dumping measures as distinct from subs- 
tantive protection ichether for small scale or large scale industries^ 

In such circumstances tKe Government polic}' should be to prohibit imports 
temporarily. 


Question 43. {a)What place irould you assign to export duties' in the Tariff system in 

the failure ? 

« • 

(6) Would you advocate export control {by duty or otherwise) for the purpose 
of: 

(t) safeguarding the domestic cons^tmer against critical shortages^ 

% 

(ti) rxmserving domestic supjdies of ra^v materials for vtilisatio?} by donnstic 
industries. 


(rt) The purpose of export duty Js twofold. In tlio first place tliey arc mainly 
revemie and in tho second place they are imposed for countervailing any currency 
measure whiejj tho imj^orting couutrits of Indian commodities miglit adopt. The 
Ass<)cialion uould, therefore, recommend that ex 7 >ort duties should be sparingly 
imjxj.^^cd and in any ca.'so their actitm .'^lioukl not he to liamper exports. 


(6) 'riic As.sociati<)n quite agree with the view that in case of critical shortages 
exj)ort control should he utilised for making the supplies available to the domestic 
coiv'^umer. In so far us the second question regarding conserving domestic supplies 
of raw materials for utilisation by domestic industries is concerned, a large number of 
considtTations come in. For instance the relative .mportance of tho particular raw 
matcrird in the cX|)ovt trade of the country, tiu* importance of the consuming domestic 
industries, tlu- ]»ruo .similar imported articles etc. On account of siich factors 
tho Associiaifiu \sould :uit like to make any definite observations on this question. 
Tut the ijiuttcT can Lc thr. ;'hefl at the time of the oral evidence. 


Qutdfion 44. M hat fiscal incasurts. if any. wendd 
ivdn.'-try to i/iaintain its cy.purt.^'i 


you recommend to enable 


an established 


No luird •lud fast rule 
jne.a^uxos for iiiaii;*<“uau.i« 
Ij he judged its miTit.' 


I u_n 1.0 l.iid doiTO regarding the application of any fiscal 
■ li exports by an established industry. Each ease liaa 


t;. I'-c >;o,, :,v ,, cMnments on the method by which the Tariff Board at vreeent 
l,:o- : aj prolectioni (The method of tite comparing the fa r lmZ 

l,.a. o/.o, ’^'’■'-■■tl>cproductw,th.thelandedcostoftheimportedprodi:t.) 

In tju- ; u,-,- the Association would like to register their obieetion on the 

rc. d ..d t,. ..... the cost of production of an indigenous connruoditxhs arrived 

tiou tho CO. of raw -teller 
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capital and a certain iKjrcentage on block. Tbi.s leaves out ““ 

items of expenses like selling expenses ete. It in-.y be noted tlm the landed cort 
of the foreipi article is a price wUch includes the commission to the agent in In^ 
os well as the profit of the manufacturer in foreign countries, llie Assouation 
understand that the selling agent’s commission in Indie is very '“f’' 
all the imported articles. Tliis fact gives a great 

in competing with the indigenous product in the country The resu t « <b^ 
quantum of protection arrived at by comparmg the landed cost i 1 ‘l‘« 
oroduction of the indigenous product does not give sciiicient nlnf Mortoyr, 
the Tariff Board takes the landed cost of a commodity on a purliculai date from the 
Elector ofSoms. which method is not at r.ll correct beci use the etnu^ 

wldch the Indian industry has to face is from not n. pcrticulur consigmicnt hut fn.m 
ThravATaXstock in the country. The Tariif Bo: rd dues rot m: ke any effort 
to find out the trend of pi ices in future with the rt-.sult that m some cases t he pro^ ction 
^^ted much. A pciusal of .^omo oi the T.nff Boird » 

® ^ PniTimL< 5 sk p tint in a large number ot ca^cs the (stJDiates <i 

curtate Standard should he adopled in order .0 guid.- .he Indian 

industries to present their accounts before tlie lanff Bo.ircL 

Question 40. WonM t/o« rccommcuc/ r«rmna». /o meW -t.poW 

market, and this shoidd be* c.om ■ „,„-nosc *Tlicrc should be an {.dmiiustra- 

required to move the ^^YToThc Ministrv of romnurcc wliose main duty should be 
tive department attached to the * ^ r pro-rre.ss of the foreign prices in 

such as $2)ecific, Qd valorem, com poimclctc.. 

Customs dut^s i:;:;u;rsp:cm"th;r;s’^ 

rrh^i^taH :Su. ;.;^d - 

they may be ad valorem ") advantage of a siiecifiJ duty consists in the case 

the value onhe commodi V. Tim officials can easily know tl.at 

and certainty "''“‘"'‘'"''‘.u There is less likelihood of a dispute arising l.ctwccn 

the duty to be paid IS sc n ucl Th^ , 1 ,^. 

the Customs Autliontich <.nd th ^ value of the gooils to bo assessed, 

difficulty lies in r.t."cT ivol™^^ disadvi.n.agis to the ini- 

Fuither the terf thrcLmoditv means a corresponding rise in t lie duty 

porter. A riw? m the price duties suffer from obvious disadvantagt s. Wlxen 

paid. On the other haml J - Vie duty results in continual changes in 

prices are fluctuatmg I > I Qnvemment revenue ad volorau system 


is probably more advantageous. 

of nrotoction the system of specific duty gives no assur- 

From the point of view ol T .^d'l be earned out. If the gener d level 

ance that the mtentions of the 0 , ^ ^ay not be afforded 

K” ■"*' “■ 

cessive. 
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From oil these difficulties it would appear that it is not easy to pronounce any 
judgment on the utility of either of the two duties. The Association on the whole 
would recommend that once the Taiiff Board have come to the conclusion that an 
industry has to be effectively protected they should recommend the type of duty 
which would be most desirable keeping in view all the circumstances of an industry 
to be protected. 

Question 48. What do you think of the utility and practicability of trariff quotas? 

In the opinion of the Association what the Fiscal Commission have in mind 
is the utility of import quotas under which it may be laid down that the maximum 
amount of the commodity which may be import^ during a given period would be 
so much. The Association feel that in cases where the restriction of imports is 
considered as necessary for protecting a certain industry which does not meet the 
total demand of the country and where the total demand can easily be ascertained 
import quota may be utilised ^vith advantage. Quotas have certain advantages 
inasmuch as the home producers can exactly know what quantity of imports will 
come in but here are certain disadvantages and the Association would, therefore, 
recommend that quota system should be utilised with care and caution. 


'Question 49. Would you like a minimum or maximum duration to be laid down for 
protective measure ? 

No. Each case should be decided on its merits. 

'Question $0. Are you satisfied luith the existing system of revenue tariff classificaiioi^ 
If net, what are its defects and uhat changes xcould yev suggest ? Can the 
existing system be so modified as to reduce the burden on the cons^imer without 
any appreciable loss of revenue to the public exchequer ? 

The first part of the question is not clear. In so far as the reduction in the 
revenue duty is concerned the Association feel that the}' can be modified but this 
would require exj)crt examination for which the Association would suggest the 
appointment of a Committee to go into this question in detail. 

Que^ion 61. Having regard to : 

\ 

) tin future stmeture of our foreign trade, 

anticipations relating to the course of International Trade {underlying 
the Havana Charter on Trade and Employment), and 

{c) fhf hrnad lines of industrial policy as laid down in the statement of the 6ih 

'1 pril, 

K'ohld if-.u attempt a formulation of the objectives of our long term Fiscal 
P'.l. 'rg 'f 

This has ah-.'-dv hem covered in reply to questions already answered. 

In 'ao.rlofarilitrde the objectives of our fiscal policy do you think it ivould 
b( nn-i.smrp f>r dnr.rnnant or quasi Ocvemment insUiutions to paiiicipate in 


fur; ia a 

s' W 

(a) ia the .-/.o/' jterioit, 
(I'/i in fit- '• //<. p-riod. 


lu the .f tli.- Association it will not be necessary for Government In- 

stniTions to pnih. ipute in foreign trade except in abnormal circumstannes. 


circumstances. 


•. • ..lii.n 



p'--' on their functions? 
i r. - ;..w of our repUes to question 62, the. t|uestion does not 


arise. 
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Section E 


Non-jiscal measures for the promotion of Tra^ and Industry 
5^. TU In^ianJUcaZ 

mentary measures" as an atd to the tariff ^My y ^ 

Would you enumerate the non-fisad measu period and in 

in furiLranee of any approved fiscal policy both in tne soon p 

the long period? 

b. the opinion of the Aesociation f « "^tndietrTS 
rahould adopt for the promotion of our trade and md y 

(o) to Ughten the burden of railway freight rat^, induetriea 

. (6) improvement in land aequieition facilities for development of mdustnea, 

(c) provision of technic^ framing, training Trade Union Offi- 

(d) establishment of a Labour Academy 

(e) moSation in some of the existing laws relating to industry, 

(/) reduction in taxation, raw materials for construction 

(g) provision for adequate supply o „j„ption 

of new factories and for regular production, 

(h) supply of cheap ^wer Government Ordnance factories, 

(0 provision for techmcal tram 8 ^ jtom local sources. 

(j) Government purchases should invaria y . , , 

available in the country, 

(6) the supply of essential plant and machinery, 

(c) the supply of cheap fuel or power, transvort both for the movement 

B, •! f~-< *.» /"■ ■“ " “ "”*'■* “■ 

(o) Under the industries 

least that Government could do P , importing raw materials which are 

is that licences should be issued should be made light. In so f^r^ 

not avaUable locaUy and Government should rationalise its 

improves. . , and machinery there have 

(6) In regard to the hrl^socttion and the Association feel that 

ibeen very few complaints received by the iUsoc country is very nec^ry 

the development of plant and ^ to depend upon foreign supplies of such 

in order that resources 

smachinery as can be manutactureo 

— ^ — -7 ' ^ 

^ v/'-ri 


*:> 
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available inside the country and the report of M/s. Ford, Bacon & Davis which 
has been submitted to the Government of India would indicate how our industries 
can be developed for the purpose. 

(c) So far as fuel and power are concerned, so long as Government continue 
their fixed selling prices of coal neither coal nor electricity can be cheap. Industries 
have been clamouring for declaring the present fixed prices of coal as maximum 
prices in order that any deal below the maximum prices may be legalised, but Go- 
vernment have not so far cared about it. In so far as the development of thermal 
power stations and hydro works are concerned, the Association look for Government 
schemes to fructify. 


(d) The Association very much ^nsh that there should be cheap, adequate and 
quick transport and for this purpose it is necessary that the Indian rivers should be 
made navigable throughout the j'ear. This would along with the railways improve 
the transport situation in the country. 

Tlic freight policy underlying the railway administration and transport requires 
inunediate revi.sion. It was framed long ago mainly with a view to helping the 
export of our produce and the import of foreign materials when Indian industries 
were in iiifancy. Now since many of them have reached maturity and further rapid 
industriali.sation of the country is a necessity to niiniini.sc the evil of unemployment 
wiiic-h grows with tlu' growth of ]>opulati<)n, the situation urgently requires a diff€*rcnt 
orientation of the freight ptdiey wliieh should bo set definitely and jnirjjosefully 
to accelerate the industrial progress of the country. In the vast sub-continent of 
Tmlia, it hapjKMis that some important industries are situated far from the iivdustries 
eonsuiTiing their j)roducts and it idso hap[)ens tliat some important industries and it 
also liapj.cns that .s«umr essential raw materials are found far from where they aro 
re(juired. wis<* national freight jrolicy would adjust its freights to ease such posi- 
tions and not insist on arranging freiglits r*n the basis of what the traffic can bear. 

♦ 

lo sumnuirise. the outlook of Hailwa\'s re(juir('S drastic change ; tlie considera- 
tion in future should not l>c liow a certain p<»liey will affect Railway budgets but 
how it will help existing iu«lustri<-s and pronu)te further industriali-sation. ; the in- 
dustraiai giant, when ouet- on tlie move, will carry with ease many a budget deficit. 
Ihdess tlie whole strm-ture of freiglit prdiey is ehaiiged it is nct'po.ssible to ii;dus- 
tn.ilise tin- eouutry to t laree extent. It i.s signifieaitt to remark here that with 
the same s<-a freight from the IMv, to any port in India from Kaiachi to Rangoon 
imported irtieks nrv. ave.ilablc at the .'iaine priee in all the port towns and their 
iwiglibourUo..,!. With the present freight policy they find an immediate and even 
divin ,uTmu thr-uighout the emmtry at a very «-heip cost. Similar products locaUy 
m-.mij.u fiired work at a dis.uK outage. .-\n imported fan, for instance, could be 
<• L^ily .iistrjbiiti d a 1 ovrr tlm (-ounlry lor the .^anie price hut an Indian fan will have 

beight from (’aleutta to anv upeountrv town. This 
w..vl:< od> lo, nnport. d mti. les. It is high time that the whole railway 

I r<-vis,.a. Hiv,.r ami water courses 

e. ,1, I,,. .,.,1 a u„rk ,.J well cn-orelinate,! rail, road, and water trans- 

„?e i '-' : Ii' ' ' , enastal marine traffie run hy Indians should be 

'll <■[ o t ., ... til- /rou.Mg th-maml of Indian industries. 

t ,K|so.uu-l ^d diffi^^ jtra.les. Government of 

^ t mu ui estabh.dmig 4 high powered technical Institutions 

•• !h,-- w-ouM.meet ihedenmndoflndianimlustriesfortech- 

■ . ! A.^soeiatiou ha\ e ek^^ewhere sugg.-sted Govi-rninent 

Lngincers at nnp<.rtanl cities like Ih.mbav Kanpur 
- «'■ aovise and assist Mnall scale imlustiu-s ' -^^.^npur. 
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(g) In regard to finance, the Associalicn do not wish to make any detailed 
obse^ations as it is a patent fact how Government action lias already dnc;^d the 
sources of our finance. One point, however, wliieh the Association wou d emphas.^ 
is that contractors’ bills for the supply of stores to Government should be paid for 

imm ediately. 

Queslum 56. Hmo and to wJmt extent emdd the trade and industry co-opf-rate with Gcro- 
em/ment in the provision of such facility? 

The Association have no particular views to offer. 

Question 57. Do you think any special types of organisation would be necessary ! 

(a) to secure this co.operation between the industry and trade, and 

lb) to provide for the orderly supply of the facilities evunierakd in questim 55 
or for the supply of such other facilities as may be considered necessary. 

In the opinion^ 

..Win, .ood ce.e end for .he present 

it is not necessary to add to them. 


Section F 

Fiscal policy in relation to Commonwealth preferences. 

Question 58. What are your general views on the subject f f 

ticularly in the light of the principles T ^ 

' - and Trade and the Havana Charter on Tl arid 1 tadc ami Emj j 

“r £ ““VE 

should be reciprocal and mutually advantageous. 

Question 59. The Indian Fiscal Commission of 1921-2:1 recommended that '7'^ 

^ Imperial Preference was aelopled on the lines indicated in their Report, its 

application should be governed by the following principles . 

(а) that no preference should be granted on any article ivilhoiil the approval of the 

Legislaiwre ; 

(б) that no preference given inany wiry should dimmish the protection reqinrtd 

by Indian Industries ; 

^c) then vrejerence should ,wt involve on Imlance any appreciable economic to 

India. 

_ , thn! ihfi fteh.eme of hnncrial Preference is continued, would you 

-^md youfarmulau a eonipre 

sTt of principUs that miy be applicable to the circumstances of the 

present ? . 

The principles that the Associatton would recommend to guide any scheme of 
preferences may be enumerated as follows : 

(i) Preferences granted should not reduce the quantum of protection enjoyed 
by the Indian industries. 
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Hi) More emphasis should be laid ou preferences to be obt^ed on indnstrial 
' raw nmterials and capital equipment and machinery. 

(i«) The preferences should not lead any foreign co untry to discriminate 
against us/ 

(iv) FinaUy, such agreements should help the industrialization of the Country. 

'Question SO Would you make a broad analysis of 
‘^ aJ^rJivsd by India and U.K. respectivdy ur^r ge 

ment of lOSof as -modified by the promstons of the General Agreement on Tarxffs 

and Trade under the following heads : 

(a) Expansion of trade ; 


(6) Customs revenues ; 


(c) Price levels of preferred commodities ? 


^Qu-stion 61. Please attempt a similar analysis in respect of iU trade b^w^n 
^ the one hand and the other Commonwealth counirtes and the Brtttsh colonies on 

the others 


Ousstion 62. In what direction and to what extent do you think the preferen^ on ir nport g 
into India have affected the burden on the Indian consumer ? CoM you atUnypt 
a quantitative assessment with reference to some major preferred imports? 


Question 63. Is it possible to make a similar estimate of the extent to whieh our exports 
have expanded as a result of the j^eferences received by us in the U.K., the Domin^ 
ions and the other British territories? 


■ Question 64. A part from the economic advantages that may he derived from these mutual 
preferences do you think that they confer any bargaining strength on India vis-a-vis 
{a) the. United Kingdom and other Commonwealth countris and (6) non-Cdmmon^ 
wealth countries ? If so, please illustrate your answer with some exahnplea. 

Question Go. (t) In the light of your replies to the above questions toould youformuIaU 
your views on the desirability of coniinuing the existing system of preferences 
heiw'en (a) India and the United Kingdom, (6) India and the other Dominions, 
and (c) India and the other British territories ? 

(/{) If tjou are not in favour of continuing the existing system, what modifications 
K'ould you suggest ? 


'Fhe association have no views to offer. 


Section G 


Treatment and obligations of protected and assisted Industries 

Question 66. (a) Do you consider that industries receiving protection or assistance 
from Government owe a special obligation to the rest of the community as rs» 
gards the manner in which they render their sendees ? 


(6) If so, please state your views as to these obligations under the folloiving heads 
(!) price policy ami price structure ; 

(!') wag-s k'I’I c.nndi'ficns r.f labour ; 

(’»»■) i-.f f. ch ijp-prorements : 

(/;>) r-i •■■■■•'• f- chrtiejue of •production and distribution ; 

(i>) ( 01 !;, lit } '7.- .^rhrjlurs and stipendiaries ; 

{(;/) cenfrr..'- o-- r jn,- -.-.i. .-/ tb.' oroflvdion of protected industries in 

ccrt'i'ii- ro/dif " . • 1 . 
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(„) Yes. industries receiving protection or assUtance have obligations to the 

community in general. rtmwted industries 

(6) (i) The Association agree that the the Association would 

‘ ’ should be helpful to Z ^tection granted ^ 

draw the attention of the industry got cstabhshed 

ta%he country, the foreign ^nufa duror^^ 

higher and what is \nore interesting to note is that 

products tended to , . . . lowest in the world. 

?o-day the price of Indian steel „,uiiig any 

(ti) In the opinion of the of labour employed by 

special piovisiou for the t>*( atmo j if the commumty 

u^dustriLs. The Association feel, pro- 
can afford to pay its labo n labour, 

tected industries would n y commendable \vork 

ini) ds {iv) The protected io^ustri^ instand the Association would like to 

steel Co. in this respect. technical lalio.ir wUl help to 

in the cost of production. P tl.c matter of tramu.g of ap- 

in the same way as otlier 

prentices or Government circumstances of each industry, 


lage 

rf^w- materials, transport - eierciso such coutroi, 

■essary and industry sUoulu ue alio 

(6) The protected "rotccVl l.cir interests 

their services to the commun tv ,Ue indu-stry shuuUl be 

influence and the Association stioiv 

to form associations. ,ygording the financial structure 

^ rsi Would liou lag down any cond Uon.s y 

Ques 101^ ^ ^ industries receiving prchwtwu. . regarding the financial 

Thi is no need to Uy down any ^ ,,, l,nd and the term, of 
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(c) What in your view should be the structure and Junctions of such organisa* 
tiona or instiitUions ? Should they be professionally expert bodies or he com- 
posed of representatives of the different interests concerned ? 

(a) The Association are not satisfied with the present arrangement for the 
standardisation and control of quality of industrial products in India but they 
strongly hope that the establishment of Indian Standards Institutions and the Indian 
Society for Quality Control will improve the situation. 

(b) The Association would recommend that the matter of standardisation 
and regulation of quality be left over to the two Institutions named above. 

(c) The Constitutions of the Indian Standards Institution and the Indian 
Society for Quality Control ^\all explain the structure and function of the two orga- 
nisations mentioned above. 

Question 70. Do you think that the obligations should be embodied in the relevant 
statutes dealing with protected or assisted ind'ustries or be left to be prescribed 
by the tariff-making machinery on an ad hoc basis, in each individual case of 
an industry seeking protection of assistance ? 

It is not necessary to incorporate obligations of protected industries in statute. 

Question 71. (a) Do you consider that any special administrative machinery is ne- 
cessary to ensure that these obligations of protected and assisted industries are 
duly discharged ? If so, rohnt form of administrative machinery u'ould you 
suggest ? 

{b) Or. would you prefer that this function should he entrusted to a special wing 
of the tariff-making machinery or of any other existing organisation ? 

(c) Or, do you think that it will he necessary or desirable for Gevernment to he 
represented on the management of protected or assisted industries in order to 
ensure that the.^e obUgaiums are carried cut in the spirit in ivhich they are con- ' 
ceired ? 


(a) Tli«^ Association do nut think it necessary that any special administr^itive 
body is required f-r the purpose. The Tariff Board should be able to keep watch. 

(h) 'I'he Assoeiiition woidd very much welcome the addition of a special wing 
of inspei tion w ith tlie ja-rrnanent Tariff Board. 



(«•) 'Xo. there is n** necessity for G(n-ernment association with the 
pf' ‘ii i-ti’d industries. 


management 


S^iCTlON H 

Organi-'-ation , methods aiid procedure . 

Question 7'i. In the light of your replies do you consider theit the existing administra- 
te organisations will be adequate to deal with the problems o/ implementa- 
tion that may arise out of Goirniment\^ acceptance of a compnlicnsive policy 
as regards [i) Ji.wal measures and {ii) 7ion-fiscnl measures. 

'nie Associ iii..,! d-. lint .-(.nsider that the existioL' orgr.nisaliuns will Ik^ able to 
deal wiDi tju- |)p'iilems <1 nni.lemenl itien that may ari.se out of Government’s 
a,c<Tj.t:iu< r <d .L . .upo liehsixf policy !.s regards (j) hs, :,} ;i,ul (ii) non-fi.seal mea- 
sures. .\t pns, , . ..t Coiiuimr. e i-. In the main, resp..nsil>lc forpro- 

U.tm,imau.r-.^ : ■ o-,. „.,rh I.y TaM-lflh.ci.l (ii) Jh partmental 

( /Oiuiiiil l«'r w 111' » < 1 1 • I . il ^ .r . !* T- , I i ' 1-1 ^ ^ 

W- -Ti -i T It 1 1 loii iiu. neommenda- 

tl< ot t Ilf I »1 M I! I I J ^ 1 ) .1 • ^ y . 1 t 

1* . . ‘ i » nf v.ilif L s < Hit the rune* 

J • • . • .t - . \ li.is jpi ufourtiuent for 

admiiustcrmg tic- * ’ jatuu lui 
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^Question 73. If not, what organisational changes wouU you propose *n ths existing 
' machinery of Government dealing with these subjects ? 

The suggestions of tlie Association in regard to the creation of adequate and 
necessary machinery are as follows : 

(i) The present ad Jwc Tariff Board should be replaced by a 
^ cJeatedby Statute with necessary statutory 

the intentions of the State, in regard to rapid industrialization of the 
countrrint^aetion. From the amount of work done by the present 
Tariff Board during the last four years it would appear that the 
thJ Board is of vaHed nature and quite heavy in volume It ^ould. 
tltprefore be necessary to enlarge the composition of the \ ^ . 

At prLnt the Tariff Board does 

mend that the Board sl.ould “nd ohUged t I 

member for each mdusdry that 

» oS' Xtiff BU:d^:rn™rea.iv hampered beeanse of 
Hm rbsence of expert technieal krrowle.lgo ava.lable to rt, 

<ii) There should be a sirccialized looking 

Ministry of Commerce «d.o should be ' ‘‘‘f % ] “ ,t„,ent should be 

after the work connected with protection. 1 hi^ ue par 

in charge of a Joint Secretary. 

industries. 

(iv) In order to help the Customs work 

of the Ministry f f.wtoms Tvt the poit tovni-s. This 

should be attached to Co . officials in regard to leviable 

^^d the uke. 

(V) A printing press for the Tariff Board is very necessary. 

^ hensive organisation {pf^^hik'ng of _ <;xiiud>h branches to deal with 
Planning CommUsion) rMing to H) to riffs. U>) 

the. planning and execution , „„„sures etc. Do you agree with 

other fiscal measures, and (m) non-ji 

h7s view ? , 

■ n- ,e ,he tune of orgunisationol chart that you have ,n 
(6) If so. would you indicate the type oj y 

, Tire Association do agree witfj^Bm vi™ a 

bonsiv o'rg’aliltion like the Trad" “ 1™ tive part the Miuistrv of 

fV‘uhet-JeTfe,«":^<vt order to ensure effie.ency and expert 

"Sontftetues involved. 
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Questions, (a) Alternativebj. jvoidd you prefer a <^eries of specialised organisations^ 
dealing with these particular subjects ? 

(6) If so, haw would you correlate the functions of these administrative organisa- 
tions ? 

(a) Tlie Association would prefer a series of specialised organisations dealing 
with these particular subjects. 

(b) The following chart will indicate how to correlate the functions of the 
various administrative organisations . 


MINISTRY OF COMMERCE 

I 


Tariff 

Board. 


Fiscal 

Secreta- 

riat- 


I 

Non-Fiscal 
Secret iriat. 


1 

C’tistoma 

Depart- 

ment- 


I I 

Secretariat. D^ptt. Tech- 

of nical 
Econ« Deptt* 

& 

Statis* 

tics. 

Question 76 As a further (lUernativr would yon favour only one Technical Organisa- 
tion d>aUng with Tariffs, leaving the other subjects to be diolt with by the 
different Ministries concerned more or Itss in the manner follinved at present ? 

The present pattern with t)u* changes tlescribed above should continue. 

Que.stion 77. W haU.ver may hi the stnicinn nf the planning and co-ordinating machinci^ 
that you may favour, do you agree, that a specialised organisation for tariff 
purposes is cs.^cniial to the im plementaiion of a scientific tariff policy ? 

y(“S, tlio Assoeiatum agree. 

Question 7 S. If ao, would you agree with the recommendations of the Indian Fiscal 
Commission of ni‘Jh‘J2 that llw Tariff Board or the Tariff Commission shcruld 
h' — 

(/) a permanent body of high standing. 

(ii) considhuej ef members who arc of high ability, integrity, and iTnpariiality, 
pr-fcrably with a knowledge of economic and a practical acquaintance with busi- 
nr-'-s affairs ? 

{Vui-.is. Chapter X^■I1.) 

ilavr you got other views on the status and structure of an appiropriatc Tariff 
Born! ( 'o-mmi.'<sion ? 

fi) y.s. 

(ii) The {)rt»vision of e< -optiMii <»1 r, tfchniri’l exjiert as a iiKuuber of the 

Bojircl, tlic Asso.'ial ioii \\»iulil fa\ our the n•eoJnnu•nd•lt ioi; <ir;i Fiscal Commission of 
l'.C>)-22. 

Qtw.T-tion lit. 11 hat, in yoar rh >r. an f/n it ppro/aiat' functions af a Tariff Boardt 
Do you agrc>' with th' n ram no uflalt'ai.'-- of the Indian I''l.<ical Commission of 
on fhi.^ .<iuhj,rts {para. -Utr,, I'hapOr XVII.) 

Ill tho ofunion of iho A.^socialiou, tli.> functirms of llic Taritf Board should be 
widened. The As>--oei;Uioii ai:ree the recommeti.latlons of the Indian Fiscal 







• nf 1 021 22 in regard to the functions of a Tariff Board. In the 
SrroS fcUo^^ the main, should be the functions whmh would do- 

olve upon the Tariff Board : 

alternative measures of assistance or both. 

:^oh “ry and to make .ecommendations when necessary for 
the modiheation or withdrawal of protection. 

Lnflicts of interests between different industries. 

assistance can most convemently be given, 

/V) To consider the effects of excise duties on Indian industries. 

(Vi) To report on what commodities revenue export duties can safely e 
levied and at what rates. , ^ i 

changes that may be desirable. 

"th: uS Wm o/'alrv o"ui"try b^xtlnied ^nTwhat 

the preferential rates should be. 

' ' . 1 . for trade agreements with foreign countries. 

■ (ix) To report on proposals for trad 

^‘visibility of .aking any re- 

taliatory action in sne aal cases. r x « 

i>;of« rptrardin*' combinations of manufacturers 
^“t“euTm“L7re Im recommendations 

for any necessary action. . • 

\ n. 4 . sf ti'io t'lriff DO lie V on tlic cost ol li\ ing. 

fxii) To watch generally the eftects of the tanttpoucy 

•fr * o of other countries and report how far they 
/xiii) To study the tariff systems of other count 

affect Indian economy. r * 4 .u *. 

o. r»<, onfl when required on the factors that 

tX'cost of production of Indian mannfactured 

goods or imported articles. 

of and when required of measures whereby 
(xv) To advise Governmen • tj^e most economic basis. 

initial protection " Government, into the cost of 

fxvi) To enquire, as and ^ j ^d in the country and to determine 

’ production of a and to report on the same ; 

its wholesale, retail or other pr.ce^,^ 

(xvii) To faction of India’s industries from dumping from 

j*iocossft>ry i I • , * 

abroad; -- 

^ 

\ 18 M. of Com. 
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(xviii) To undertake studies, as and ’ when necessary, on the effects of aS 
valorem and specific duties and tariff valuations on various axticles 
the effects on tariff concessions granted to other countries ; 

Question 80. Do you consider lhai tlie existing functions of the present Indian Tariff 
Board as laid down in the Government of India Resolutions of November^ 3, 
lOIo, November 26, 1947 and August 6, 1948 {summarised in the note to 
Section B) are adequate ? If not, what changes would you suggest ? 

Please refer to replies to question 79. 

Question 81. Do you consider that the present structure and organisation of the Tariff 
Board are adequate for the discharge of the duties entrusted to it ? 

The Association do not consider that the present structure and organisation 
of the Tariff Board are adequate for the discharge of their duties. In regard to- 
the cliangfs and modifications, please refer to replies to questions 72, 73, 74(a) and 
(b) and 75(a) and (b). 

Question 82. Do xyou think that the present procedure under which an industry’s 

fitness for protection is considered only on application by that industry is sound T 
If not, how would you like it to be modified ? 

The Association do not think that the present procedure under which an in- 
dustry’s fitness for protection is considered only on application by that industry is 
souiifl. There is no floubt that, as a general rule, industries should apply for pro- 
tection but an application by an Industrial Association should also be sufficient 
ground for the Tariff Board to consider the claim of an industr3' provided facts 
and figures are available. 


Question 83. In any case, should the present procedure be modified so far as smaU 
and unorganised industries are concerned ? If so, in what direction ? 

In so far as the small scale and unorganised industries are concerned, in the opi- 
nion of the Association, non-fiscal measures would go a long way towards their 
development except in exceptional cases. At present these industries are not 
scientifically organised with the result that it is difficult for them to satisfy the- 
tests of the Tariff Board. *' 


Question 84. Where the procedure provides for an application for protection, should the 
application be addressed to Government or to the Tariff Board ? 

In the opinion of the Association, an industry should have the right to address 
Its uppheatjon to the Tariff Board direct who should be empowerSi to consider 
ai>i)ln.-al!ons without interference from Government. 


(fj'.^don -SJ. What modif cations vouhl yrni suggest in the present 
if rno/e €xpr<titious I 


procedure to make 


The lU-.M-isiu,, f.,r tlio Tariir Board receiving the applications direct and fixa- 

tiop, ..I aUaa- hniit u- .uld ,-ut out o.ueh of the delay in the present procedure. 

AO. yy an;, i.apronmeut to smjgtsi in the Tariff Board's oresent 

n-.-yL-nuj nrthnn.., [tnchidl.aj the procedure for public hear it.gf) ? Pfesent 

f!. A'-^oect.uii f. . I that the present working methods of the T.iMfr i 

.y Th, ^ ,.„Iy su^estion which the f “aS" 

M ‘ 1 ui>uu hearing's w fh-if • • * luaixo regarci* 

M. t i and the reiTresontativis tliV^ Jndn^^ ioujd bj held at 

' .ei.M-oair .ipla.a.ius i.s beini done at M ^ be 

oabilcivy ■ I'arifi- Board announcements, the -Wiation Lgg Jt tha^^ 
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fotterttstlibdsllriliiabe'ttdopted because at present it sometimes happens that th* 
Tariff Board’s announcements do not appear properly in the daily 1 rcss. 

Question 87. Do you consider that the Tariff Boa, d’s recommendations should nor- 
molly be accepted by Government and implemented by it f 

Yes, the Association consider that the Tariff Board’s 
normally be accepted by Government and implemented by it without 
unless 4ry important and ^veit'hty reasons warrant otherwne he 
should publicise tlie reasons for rejectirg th.c rca-nmiei dations of the 1 urifl Board. 

Ouestion 88. (a) Having regard to the nature of the duties and fin, cticvs enirueUd Me 
ijuestion taj " ,iouhl b. pheed on a etatutcry 

(i) If so, should the statute lay dau n only Ih ccnq.osition and f“Ucl,oua 

of the Tariff Board or also indud, the ytarol j.nncrls yoierntng 
ti, iff policy, the gnuralprocedu,; to In foUau'd ,u 

anel the manner of enforcement of the ejhi, gallons of proUcUd or 

Ic) rTThfa ‘eximlZmild such statutory provisions mililaP against 

' ’ It ! ;? Ho.c could the possthle risk of rigid „y ' >' 7 

alnin:iir:t,im inpUcil in s'.iViliry prov, „om. be e,th, eUnunated, 

or reduced? 

(o) Yes, the Association considi-r it necessary that the Tarifl Board should te 
placed on a statutory basis. 

(6) The statute should lay down only the comjiosition, and fuin tioiu^ of lla- Tariff 
Board and the bread principles of j.rcccdure. The statute .-liould not letter the dis- 
cretion of the Tariff Board nor should it i;rcscTibotlLe general ])roe(dure to be followed 
in the Tariff enquiries and the maimer of enforcement of the obligations of i)rotecte<f 
or assisted industries. 

(c) Please refer to reply to question 88 (b). 

Conclusion. 

We liavc now reached the last stage of the enquiry. In coiiclusiou the A.>^socia- 
tion would like to touch upon certain fundamentals wlueix they believe uould be 
necessary for rapid industrialisation uhith aj)})ly to the entire field of Indian indus- 
tries in general and to the Engineering industries in particuhir. These fi.i di.mentals 

consist in : — 

(1) Adequacy of facilities for teaehnical education ; 

(2) Availability of raw materials such as iron ai.d steel, non-ferious metals 

and coal ; 

(3) Electric power at rea.sonable cost (4) Adequacy of transportivtiufi and (5 

Engineering and Management exjxerii-nee conuuonl\ known as “kiiow- 

liow”. 


Tlie Association at appropriate pleaee.s Jiavc oniphasisi d tla- eoiiij arative .scar- j(\ of 
tcclmieally trained m<-ua.u<lil is iuc.-.><.<ary tlia.t t..< ilH n .s ior t. < luu. . I cdin. i i.'ii should 
bo provided in order to lill tlii.-^ g p. 'I'li'- imua (bale iM.Hlene. k ol ii.iliisirialrsatjou 
is the hiek of trained tee)iJii. ;-l j er.soiuiel ui tJie aihuiimlial ly ^et•\nvs ot our 

Government and in tlicorga!dsuli<»n of our ii',du.'<lrie.<. Aa jon rogresscs, 

tho need for Government to liavo a trained staff ol adnniu.-tretors wii]u‘U an gineerinx^ 
and industrial background will heeome obvious. Government c<.aluets wkidi 
industries have tdready increased and in the luture (H-ononue set up ol ilie country 
it is understoed, State guidance will bcaome very necessary. Government slioiild, 
therefore, coneie'er whether tlie tin e is not ripe to-create a new adinuustra.tive service 



in thte curriculum' of -whose studies engineering subject s; theoretical and prartiCal 
economics, economic liistory, industrial iBycho\cgy, cest accounting etc ^outd be 
included. As regards the lack of experts, managers, foremen and techwcians to 
operate our industries, the country looks to the philanthrophy and perspicacity of 
our iiKlustrial leaders. Further Government of India, while entermg into contracts 
with foreign firms for the surply of materials to this country or for industrial projects, 
should stipulate tliat Indian students will te trained by them. 

Tlie shoi*tagc of basic raw^ niaterialslike iron and steel and coal and coke has great- 
ly hanu’ored the gi owth and develorment of Engineering industries ard the Associa- 
tion feel that witjiout adequate supply of these materials no amount of fiscal protec- 
tion would be able to make them stand on their legs. It has been the experience oi 
the Association that protection granted to many of the engineering industries during 
the last four years could not be availed of to the full extent owing to the fact that most 
of tlK-m had'to work below capacity for want of raw materials. 

Supriv t'f cheap electric j)OW(r is a great consideration for futme development of 
ImMan industries. Tlie developjuc-nt qf major industries will Vc helped greatly by 
ch( e.p cloctrie power and so will tlie surv ival of existing small industries and the es- 
tablisbrnent of new ones. Tin* Association strongly recommend the utilisation of low 
grade P.gal and Bihar coal for ) ower generation in two or tliree large po-wer-houscs 
located in t'hf' colliery area in collaboration with the- Central Government, Govenunent 
of Bilu.r and Bengid' the Railway Board and the existing large distributors^ of electric 
energy in these amis with a view to seeking a practical solution of tlie difficulty of 
clieap electric power in these ])rovinces through eo-operativo efforts. Tliese iiow'cr- 
houses will su])])ly the neces.«ary power for industries and agriculture as well as for 
tlie electritieatiou of the n.ihvavs within a range of 1(.0 to 150 miles froni Calcutta. 
There i.rv i arious other adi anliiges on which the Asgociation need not dilate. 


In re<'{.rd to the adequacy of tran-sport faeililits tl>e A^^oc•iatic.n lia\e pointed 
out ill tlw^ioaiM of their n ]>lies to several questions Ihi.t the development of trans- 
port fiwilitiis radl, road and rii er is very essential for the development of existing 
indu;-tries i\r<’ f'»r iiulustrialisiug uuclevel«>ped region" of the country'. Tlie greatest 
iv-id of tlie «<)i nlr\ to-day is for enginciring and management experience wlacn is 
cojunxiulv ca.lhd ■“kia>w-how”. Tlie Association greatly liope that the Government 
of India would trv i ml fill this ga}), for tlie rapid industrialisation of the ccuntr.y. 


Ill so far the questii>i\ of finance is concerm cl the position at present is not very 
ene^'iiraging. 'lla' ncri es «»f th<‘ risk taking entrejireneur class are benumbed to 
tmd'TU ke any p.-w enterprise and its vitality i'' i)ressed out under the weight of cx- 
cessj\e te.xjitioi labour legislation and Tribunal awards. It has been a matter of 
gi I ;.t< r iul* ri <t tliat in m int months Chiveriuuent have shown signs of being alive to 
tliis .'-le.te (>1 afi'airs and the Assoeiat ioi-. lu*jie that Government would take steps to 
r« iiimU tlie il' feels in tie- piesent tax structure of the country. 


In reiia.nl to rationalisal i«>n. the Ass<»eiation would suggest to Government to 
an - r of neeessary comi>etenee t<* study the question of rationalisation of 
Iruliau ]ulll 1 ^tri‘ s and submit a prt liminary rejiort (which should not take more than 
ioiir mouth-.) as reL'ards the lines on wliieli rationalisation of particular industries 
*^h‘ -iild proceed. ^Soi oul> will su<-li a rejiori be useiul t(.» Govenimc*nt as asuj)plement 
1.(j ila li'.rger study of fulnre protc'ction to Lidian Industries but its publication wull 
odii< ; !»• the iml.lie how far j)artieular industries can help themselves, to a certain 
e.xtei:!, by th' it own efforts, and it will also tend to exert a moral pressure on hesita- 
ting and t < in] '< -rising elements of the industries eoneerned to get togetlmr to undertake 
r.it joualising iiu a>uris. The importance of rationalisation in plaiuiing is obvious. 

re sver> liitl- rationalisation in our industries at jires-ent and if this individualis- 
ts t< udene\ }x r.-ists in future', it will be* a groat elrag on our planning and Government 
w ill have to ii'ou out this te*nde'ney and by its direction and control, induce the ineiue- 
ffies ceuiccrncd to get togethei for their own good. 


16 th Dectmhtr 1949 . 

In continuation of our l -tter No 

T am directed bv the Committee of the Kugim ermg A^-j-ockUk n oi ii 
tain additional observations in regard to the fiscal poi'^y o . • 

In so far as the protection of industries necessary ^ iXXouM u^t 
Association ,ty ar^r"” d" for O.e deier.u .frL 

impose any conditioi^ f ^ jt may be jointed Out that a 

country and • supply military stores and, therefore, it is verj neces- 

number of engineering «houM be fostered in the country. Just as Ordnance 

^ry that P|“. j in gpitc of the fact that there may le no emergencies, 

developed and maintained m efficient condition. 

^ int u liieh the As'jociation would like the Fiscal Commission 

to keep in n.iad in reg -ra I i-ctions of other Mini.-trks c f il.( Govtrnment. 

Tariff Board should not be ^ Government Lav^ 

For mstance expyun ' j ^.p^tain industiies, Railways have inereastd their 
enacted legislation for pro i,„vo been increased on account of interference 

freight rates or that labour^ charges b^n 

by the State though ^tec^ if its development has not to be 

tectionto an industry should ' .1 ^ ^ jit result of nnv protection 

Government may gn-e, coupWi j 1 J p,, neutr:li.-cd by its Taxation 

industries agr.inst foreign com] ’ ii duktrus ( f ti e r.cfesfirv risuve.s to buy 

up-to-date new ,.iv,. nnuh scope b r hi iMing up 


.hiluTy lor ,c,r_. xpai.,,,. . .. ^ ^ 

maeliimry. '• >‘^l ,..„„iie.s lug.nt cu.-id. rali..u of Cm. ruin, ut to 

ill I s I i lA' , • 1 « _ . . , 1 . 1 it • I < . T < r 1 1 1 > . V t ^ t I n* 


such reserves, and after jv V , m .1. m iP 1 !. .. : n u (men- 

provide facililies fer 1i- -tu n of il.e u iniliy hv < iKoitn gjrv r. lr.ee- 

Lntsbouldalsoius,stuml.cub> r 

mciit of obsoUtc inadine-i^ l x . I 

the Income-tax Act than tli' X oi i- i r i r' 1 rnm 

. . 1 1 lil-i. fo dniw the attention ol iL«- i-i.'Cal Lorn- 

In the <nd the Assocu.tioii uoubU b. ,,„titi.u vld.li lu v,- il.. ii dir. a Lear- 

mission to some of the econom <- •• ' (tc>noinie efl« • U (-t the par- 

ii\g on the task of the I'lsea < m « • y- | (\ ji'H'i.-? i‘ u i le }. ix u: U h i' •' — 

(o) At one stioke, Iinha lias U ' I military eX] enfiture than 

the West and ^.e unnatuna front icr.. erected by 

l,ef re tlic ,p,. fund available for na.t ton-hulhlmg 

Pari It ion and i„„.enl it n add.d to inMUqueev of our 

C'VeaidAinbaa'e.an.asdi.-lantlte,^ 

gardiug *uv iiMliii-ln ! lulure. 

11 1 . 1,1 I lino.< l.e1xv( i i. Vi'hi.vtMi- end hAu^ i-Vv l.ceoming 

( 6 ) The umv.tuiill""- i"‘ '• ^ \v|.i,]t i-vi dfs thr ci.ct« m.< nn] o<l and 

the lih- lin- s . 1 .i l.-i- < ■ kn-.xv lioxv much 

(limipt.s the n,"i ti.. 1 !• - j^.,1 the bonU r of Ei ^te^i and 

l'"j ri hi.' wheat etc of the Punjab, it has adde d 

(c) By depriving for the import of ail.litional food. 

to out exp transport inadequate as it was, has been 

(d) After the P«t‘«™Y’md' dow.'i down to the greh injury of oin- ■■u'* 7 j 7 o 

lnd\Tadr bTthc for Pakistan of the Moslem personnel of th o 

* • 



running staff and repair shops of our railways and by the Karachi 
Port and the North Western Railway not being available for foreign 
ships bringing imports for Northern India which have now to be divei^ 
ed to the Port of Bombay and routed from there for Northern India 
through the already over^congested G.I.P.Ry. and B.B.C.I.Ry. 

Our Shipping Industry has been Mt by the deprivation of the facilities 
previously enjoyed at the Ports of Karachi and Chittagong and by the 
serious congestion at the Bombay Port owing to the diversion to Bom- 
bay of imports for Northern India previously landed at Karachi, which 
means great delays in getting berths and consequent heavy expenses 
on demurrage so much so that foreign companies whose ships touch 
Bombay have increased theii freight rates. 

f(J) If we deduct from the value of refugee property left by Hindus and Sikhs 
in Western Punjab the value of the property left by Moslems in India, 
tlie loss to India would total up to a colossal sum. 

■^g) The withdrawal of deposits from Indian banks operating in Pakistan both 
by Pakistanis and also by Indians who left Pakistan and the loss suffered 
by these Banks in bad debts would amount to more than 10 crores. 

({Ji) Tlie insistence of the Pakistan Government that Indian Insurance Com- 
panies operating in Pakistan should cover 100% of their business in 
Pakistan by Pakistan securities has practically lost to India Insurance 
liusiness in Pakistan though recently the restriction of 100% is reduc- 
ed to 50%. 

Previous calculations made by the Tariff Board of the amount of protection 
necessary to make undivided India self-sufficient as regards particular 
industries have now to be revised because in the smaller post-partition 
India some protected industries may have reached self-sufficiency and 
jirote.etion given to them would have to be reduced. 

(j) The scope of tlio Tariff Board to help Indian industries by protective 
duties is, so to say, reduc3 l, becaus? 9 crores who were pre\’iously 
Indians are now Pakistanis and they need not buy from India. 

Pakistan creates another problem for the Tariff Board in making protective 
duties ineffective in India under certain contingencies. The difference 
between tlie import duty in India and in Pakistan should not be very 
great. Otherwise smuggling will come into operation. Suppose on a 
certain article. Pakistan’s import duty is Indian duty is 60% 

in such a case th«.* temptation to import tlio article in Pakistan and 
smugtrlc it into Tmlia would be considerable. 


,7) Our future gains from Tourist traffic wouM bo affected bv the fact that two 
of l!ic iniyawtiint show places Darjeeling anrl Kashmir (if Kashmir 
ivniains with India) Itavc to be reached through Pakistan territory 
whh th*» eonse juont inconvenience and harassment to tourists. 

;(9?i) f^ivlivided India woulfl have been better served as regards itt air transport 

by fewer air service companies than exist today in the two Dominions 

The nuiltiplioity of air services in the two Dominions amon«^ other 

causes hiiye tenfled to reduce the working of all air companies to an 

unprohtable state and both in Paki.stan and India some companies are 
on ilu‘ verge <>{ c-losing flown. ^ 


'n) Tlx- T-rv-if^Italy. Iodine in the sliare values in our stock-oxehan<^e ami the 
<lry.n- u,M.f the inyestim.nt money is partly due to the difficadties of the 
rx !. rcluu-.cs Unm the I>unjab wJx, had uln-ionsly t.> cash wliat share! 

and yccuntics they hail (o •Iieot tlie new conditions. These rich mer 
cliants and Zumu.dars of the Punjab were one of the main supporJS; 



4rf;n)BW«iy.estment8. They aro no more. 

of these unfortunate merchants and Zaminders is calculated at 10 
crorcn of rupees. 

io^ Antimony U an important metal for alloying purposes in the steel 

<o) previously reduced and antimony m^e from 

itby the Star Refining Co., of Bombay which has now ^ 

from Bolivia. Baluchistan chrome ore is an important raw inatem 

fo?“herel industry. Being far --y from the 

inrliiQtrv in East India, it was never used before the Fartition by rne 

SSHSKSrrSrsHS' 
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return, it seems Western j that extent Indian Stee'. 

*»* .. b.'usi.« 'b." ‘b. 

The East Bengal Railway advci^clv affected 

S!:.tor:o:ru‘.nerr:?^^ Sou.l. Africa al.;o compete in the 

<9) As export to Pakistan from Western ktCtries‘in'’in.lia that 

ir dciXi-cci :,:^or;rtr:n:?rSi 

machines, radios, hat one - ; etc, will exporicneo 

in r^l^iitan which will naturally huy m the 

cheapest market. 


Calcutta Si.pteniher 24. 1049 


n n ('barter on Trmk and l-a.ph!,mnil and the General 

iacal Policy in relation to flaian 

Agreement on lai'jj 

... 1 * .1 ti,.b •’•.th .Tunc with which the 
In reply to your letter No 1 Ue'en'i-^-ued bv ttu- Fiscal (’ommission. I 

lonial QuJstionnaire on Fiscal Ass.wiation of India to express 

m toectod bv the Committee ot the 1 ^''/-""' i^Aicy m relatmn to 

SI "on'part n of t'-V^rin-tU " 

r« nn Trade and Lmpto>nn.uv 


Before attempting detailed rqdies Pm H Jmla ChaHe“n^' 

A^-e:^ r,We;,tr'::msidm:tion‘^;^: people^ of 

m t^United States Government tin ij. \\-(„l,l 

le world a document called Propose ^ louls by then, alrein y * 

International economic co-operat 
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concrete form in the establishment of such international bodies as the F.A.O., I.M.F. 
and the I.B.R.D. , Was sought to be reinforced by fiu-ther measures dealing with trade 
barriers and discriminations. TIia proposals contained a strong plea for a concerted 
effort to release trade from the various restrictions imposed on it during the inter-war 
years with a view to securing the expansion of world trade on a multilateral basis and 
through it increased employment all over the world. Since this objective required 
that national policies in respect of International Trade and Employment should 
be in line with each other, it was proposed that an International Trade Organisation 
(I.T.O.) should be set up, through which member nations could promote national and 
mternationAl action to fulfil this purpose. 

Following the proposals of the U.S. Government, conferences on trade and em- 
ployment at international level were held in London, Geneva, and Havana between 
1946 and 194S, and the deliberations of these conferences resultetl in the following 
two documents : — 

(1) General Agreement on Tarifls and Trade (with a Protocal of Provisional 

Application), and 

(2) the Havana Charter for an International Trade Organisation. 

G. A. T. T. — Folloiving the lead given by the U. S. Government negotiations 
were initiated at Geneva on April 10, 1947 by 23 countries (including India) sharing, 
among tliem approximately 70 per cent, of the export and in\port trade of the world 
for substantial reducation of tariffs and other trade barriers and clinunatioii of pre- 
ferences on a reciprocal and mutually advantageous basis. These negotiations which 
ended on October 30, 1947, resulted in the framing of tlie General Aureement on 
Tariffs anrl Trade. 


Tlic te.xt of the Agreement consists of three parts : — 

Part I provides for general inost-favoiirod-nation troa1 ment, and deals with tariff 
concos.sions set- forth in t bo schedules to llie Agreement : Part II reproduces such com- 
mercial poUi y pr<)vLsions of the I>raft Charter adopted at Geneva as arc necessary to 
safeguard the s aluo of the tarilY concessions : and Part III «leals u ith tarritorial appli- 
cation, eustoins unions, and matters peeuUar to the Agreement itself such as accep- 
tance, modilications, amendment and accession. 

So far as India is ooneerned, negotiations were conducted with 15 countries and 
the concessions exchanged tool; the form of reduction in eustoins duties, reduction in 
preferential margins aii-l biiuling tif existing traiff treatment against future increase, 
Tb<‘y covered 12 items of export from India and 13 items of import into India. In 
offering concessions India adbered to three main principles ; 

(1) (.'.mcessions an- 1 (» be demonstrably In the interest of national economy, or 

at le.ist not injurious to it. 

(2) 'Du-y sIh.iiM nut relati- In pi-o<luets which are protected or which might 

claim jiiolerti.ni durijig the next three years. ^ 

(:d 'Dicy should Hot result in excessive loss of revenue. 

^ .,f 111.. Ilf tlif initially unac-w-fitablc to India. 

,1.1 v. r. ai, Iiilv 1 , 1 . 1 . 1 , 1 ,,., I. A. a ivKult aovtain ik-viations fioni tha principles 

tn at.ncnt an- now pcnnissil.lo so that India can maintain 

: 'l™-- an-l India and I-akistan can grant 

I,. ", " a.tli.mt extending them to other eonntires. Sim^arly 

'-ai V to nrotpr-t .. a - ^ " -’‘JU « n , 1V^4^, or 
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"""W Agreement is open to revision or termination after the end of December, 
1960. 

Havana Charter 

The Havana Charter todfnrre^tions and 

document which prescribes code of Organisation as a new specialised 

provides for the formation of an Organisation arc to promote the 

agency of the United Nations, ^^e aims ol increase of production an.l employ- 
expansion of International Trade by ‘ of the backward areas. It sets 

ment and by encouraging the economic I P national economic 

forth a series of international exclmnge controls, preferences state 

regarding tariffs, * ’i^Pommodity Agreements, the internation 

tr^ subsidies. inter-Govornrnental ^ internal 

as^ of domestic employment policies, econ 

investments. .. , 

The Charter consists of 9 cWte- aid 

‘Zr LtclL^Tm^i- -<* ^ 

i.- ;.-,vo«iinent for economic deveiop- 
It provides for, and facilitates time such safeguards as may be 

ment and reconstruction IKnmiitti ' t t^ ^ r^ot lead to iuti-rferenco with lu 

necessary to ensure that forei..-u nn e,t me nt 
nal affairs or national policies. 


‘ ^ to economic develfipment and 

It recognises the need for O'*' and whil- disemiragmg un\i ise use 

reconstruction in the form ot in'eeitain cases, by negotiations with mem- 

ofsuchmeasurcs,permitsitsap,^ ,,, l.T.O. Hr., appro^ 

her affected, and in otliers, \Mth pnor •' I . indnstnos such as those 

however, is made automatic in UmP.and the .late ot the Charter, or t loso 

which were “...ocesCin- 'indigenous primary eoininodities. 

which are devoted to the pioces.m, . ^ ^ 


or the assurance of a sounil ami , i , -n- i r.. 

• 1 i> Ii,.v coverin'' qne.^tions of tariffs and pre- 

le Charter lays down a of iToiu ral most.ravoin cd.nat .on 

^s. It deals iuV r-alto with 1 ti.m of pivfciences as well as <luantltatl^ e 

' ,t, reduction of tariils and ''cm is that they are prohibited. 

»ns. The basie rale oa 'pr.n - 1. ^ ,, reventing or rehcvmg 

e are specific t^xceptioiis ul.i . t , t„',.,t-eguard agneuUure and fishery 

of foodstuffs (2) internal t^uaiilitalivc restnetions when al- 

I and (3) balance ot l>«y'‘^‘;‘;^^;, ‘ I' ^on-discriminatory mamier. 


forences It deals inV r.alto with 1 p,-.dcu*nces as well as <iuantitat^ e 

treatment, reduction of tanils and r-stvil tioiis is that they are prohibited. 

restrictions. The basie rale on 'luani.t, . ... v..l„ vin.f ot critical 

But there 

^:SS‘^i3)'9alance rfpaymma ,..,.„,er. 

[owed, are to he used in all genual 

After giving a short history various questions raised by tlie Com- 

the Association give below thei I 

mission. 


'^uefiiion'SO : — Do you approve ofiho basic purpose and objectives underlying iherffavana 

Charier on Trade and Employment ? 

Objectives 


Article 1 of the Charter gives the purpose and objectives as follows : — 

(1) To assure a large and steadily growing volume of real income and effective 
demand, to increase the production, consumption, and exchange of 
goods and thus to contribute to a balanced and expanding world 
economy. 

<■(2) To foster and assist industrial and general economic development particular 
ly of those countries which are still in the early stages of industrial de- 
velopment and to encourage the international flow of capital for pro- 
ductive investment. 

(3) To further the enjoyment by all countries, on equal terms, of access to the 

markets, products, and productive facilities which are needed for their 
economic prosperity and development. 

(4) To promote on a reciprocal and mutually advantageous basis the reduction 

of tariffs and other barriers to trade and the elimination of discrimina- 
tory treatment in international commerce. 

'(5) To enable countrie.s, by increasing the opportunities for their trade and 
economic development, to abstain from measures wliich would disrupt 
world commerce, reduce profluctive employment or retard economic 
progress. 


(0) To facilitate, through the f»romotion of mutual under.stanfling, consultation 
and co-opera tio!\. the R(*lution of problems relating to international trade 
in the fields of employment, economic development, commercial policy, 
business practices and commodity policy. 

Thus, set iorth. the juirpose and the objectives of the Charter arc laudable 
but the underlying idea through all these obje< tives is the promotion of international 
trarh- ahu ll tho Assoi iation loel can be of a«lvantagc, at the moment, only to highly 
indiistriidisiMl countries. The Association, in general, approve of tho basic purpose 
and objeci Ives but are eonstraine«l te» state that co-operation of this sort is only 
pos.sible in a world where all the contracting parties are placed on. more or less, tlie 
same looting. The economies of tho highly industrialised countries t'ompel those 
countrii‘s to adopt a iiolicy whereby they can export their linished products and get 
sullieient raw m.*terial and tood tor their people and industries. In strrmg contrast to 
this, tor a c inintry like India, which we make bold to state, has just entered an era 
of indust ria I diwclopment t he natif»nal interests <lemand that the indigenous industries 
slum*. I hr .snlli( irnti\ di velopi-il in order to iToate a balanoe'l ecoiu»my in the coiiiitry. 
India *.'1 a < when- aliout per cent tlu* population still depends upon ag- 

luadturr, and th.- nidimtrinl ]ft»piilaiion is still a miemscopic minority of the entire 
popidiiiine. The n.-. d. of traud'enii..: more people from the field to the factt.r\ has 
Ixvn |i. In tent Inr h.u ' hut on aeeount o^' indu.strial and commercial policies 
w'];h h the eniniti V li.el luul t. a.lopt under an alien rule <lid not allow her to develop 
iier uidu.stnes lullx and hriiiu about an eipiilibrium in her economy. 

;riie Ilavoia (■h.-.rt,-, has heen envi.saged. perhaps, as a result of the growing res- 
ctinns ' hat w ere ,..npo..,.a |.y the Continental countries during the intcr-war period. 

heio i!!. d!* ’ . 'y’ '■‘‘nioyal of these restrictions primarily in order to 

i,„ 1, . |.ui '' i " <^f free trade (vr.s'u.s protection 

‘ ' ‘"'ha ts m a position to subscribe tr. the tenets of a free 

' ■ Mmtr y embarks on m.histrial sation. it has to utilise its raw 

, ■ ‘hem t.. tin- be.t advantage and in so doing has to 

the milow o| sm h g.,,..ls as la-gi,, to be m.aimfaetuved in the 
-u.s neressaiy m the initial stages in order to give breathing scope 


. tv >t 1 liii > h • ' 
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to its nascent industries. The entire industrial history of the United States, ^e 
United Kingdom, and oth*r highly industraialised countries is full of such restrictions 
and rigorous measures which they had to adopt to protect their industnes. 

Questions 90 * 91:— Do you consider the provisions and safeguards laid douj in 
^ Charter for the economic development and reconstruclton cfbaclmsird and under- 
developed countries are adequate for the requirements of India r 

7f nnt to what extent da you think these provisions and safeguards fall short of Mia’s 
’ ZStZTmZLnU > Please illustrate your reply uith farts dram, from your 

knoioledge or experience. 

Employment dh Economic Activity 

The provisions and safeguards laid down in 
trllrritetr ^ . ..s been provided 

“measures to sustain employment production and d™^ 

payments dificuHies for other counints . 

The Association do not understand 

takes to correct her unbalanced economy w i. • li-ibilit ies positi<m to 

countries. No country to-.lay whal, thl position is 

another country nor is any countr> in a p . ( recently, India liad 

likely to be after a certain period ol J"; r",, 1," hurriedly taken in 

to overdraw on her own accounts "V position. \Vtien it is difbcult 

the month of May in order to conee ' ^ 1 ;,,. if a tountry under 

in the case of one country, how mucli ^ jj jutions ns would not dis- 

international obligations were to be obliged to tntc .uch 

turb the balance of payment position for othei^. 


payment position 
Article 6 of Chapter II provides : 


rticle « ol Uiapter ii piu> f.. ti,« nr^pd 

“the Organisation shall have Charter to safe- 

o! members to ‘‘'ke.aet'on witb^^u !: hrllationaiy pressure from 

guard their economies against uiii.xnc 

abroad’’. 



. dictating policies. Aim-i h au pc'^'le to burn their 

price of wheat at a certain K- c l. t c H like Ger- 

b the market supply may n -t l.y i. i. • p.., tTxde. 

932 applied a strie.s of yeonmni- ^ Havana 


upperhand in dictating policies 
maintain the pri — ,> 

wheat so that tl .... , ...mn 

many after 1932 applied a strie.s of !’ ■ . , y.st.ti i i.>n IVel Hu- Havana 

Tho8^> 810 only instunoos of economic i.niu n 

Charter cannot easily solve. 

ii II iv '.nii Ch ute !• aims princ ipally a 
As it has been elsewneie pomtecl out in ■ _ ^ ^,1’ advising every means 

expansion of international trade and, tlic-n o , 


I’p 

so that international trac^.e may expand- Artiile 7 under Chapter II provides for 
fair labour standtrdsr. It states; 

“Meinbeis recognise that unf ir labour conditions, particularly 

for expc/rt, create difficulties in inteinatioma trade and accordingly 

each member shall take whatever action may be appropriate to elimi- 
nate such conditions witliin its territory • 

There is no doubt that under the present conditions of the country Inma 

to adopt international standards in the field of labour Dicing under 

the country has been a member of the International Labour Organs > 
pressure of I.L.O. Conventions, she has been bringing out one labour legislation ^r 
another with the result that Indian industries have not been able to keep pace with 
the growing labour legislation in the country. Labour costs have increased (^nsid^- 
bly and the country now is not in a position to go fuither in this direction. Ihe 
American businessmen know it for a fact that there arc countries where cheaper labour 
makes it convenient for them to compete in international markets. luither, unaer 
the stirss of the war American industries have so much developed tliat it is a matter 
t f greet concern to them that they are able to export t>'e ir products to toreign coun- 
tries. It is fox t’jis re*ason tliat such provi.sions have been incorpcrr.ted. 

Economic Development and R> construction 

Chapter ITT of the Havana Chart e r deals mainly with the economic develoixment 
and reconstruction of unelcr-dcv»*lopcd and war-iavageel e-e)untircs. Under Article 11 
pura. 1 (b) it lins been provieU-d that ; 

“Xo member .^ihall take unreal souablc i)r unjustifiable action within its t erriteiry 
injurious to the riglits uru^ inteT.'sts eif nationals of other members in tho 
e‘nt< rjifise, skill. ( ; jiitsl, art- i r te e-luu h'gy whieh the^’ have supplieel . 

will »le< ide the f|iie>rTi'n wlietjier an ;.<lioii, take-n by a inembcT is unreason- 
able «'r unjust itie.ldr- I lie Int< rn;.tii>ne! 'iVeele Orgaiii>J -t ie>n, wIktc highly indus- 
tri 'Hsr (i. pi.wers M ill m i« l(l pr>\v«-r, will Ix' tlie nit imate dieti ter ol its pelici* s iii;d uneler- 
(h-v« b'pi <1 eoiintfij's like ImU., will be tiu- li< peless s]'c(l<.t*'rs in, this imloelraina of 
inti rn '-ti< iv I > ei.noinles ;,s the\’ ; re in the- lii M of pf>lilies. A eoinitry alone is able to 
dei iiie wliat .i-pj lO 'pi i •li'i methods it .should adopt if it has to encouragu foreign in- 
vestment. 'I’lie Assoi i uiiin feel tilut r.n Internatie-nal Orgr^nisation will r.e>t be able 
to lay down (•< ii'.dit ions l' <t emplos inent of foreign investments. The rrinie l\liuister 
of India In s -dre; dy in; de a .'•ta.ti nji nl on the couidiw ’s jK'liey le>r fore igii invt'stmcnts 
in the country end the As.-^oeiat Ion feel thc-t it is quite ivdeipnito. If foreign capital 
feels frightened simi !y becjvusc <'f fontjistic a]ipr< hension <’f lb<-' future, ti»? country 
Ciumot idf> rd to risk it.s future Ijy entrusting its jjoliey to inttmalioiu’l dictation. 

.Xrti' ie l.d ill-ding witJi CJi'\ern!nciit:tl assistancetr th.c tcoiumic (Vvelofmcnt 
and lei o!i>i rue! ion i' the most iinj < rt ant so f-i i s lui'i.. is I'oucern' il. Art ii le 13 (1) 
sliile.s ; 

'■'I'li'y fie<-_'ei e tli'.t .n unwi.-e use of sui li nu-.sures (jiioloi tit e incasiues) 
W'>i M iuip'>e und.ue burdeti on tlieir own economies ai.d unwarranted 
t' -l ' i' ‘ i' •! ' nil ii,’ ■ I rie t ione 1 tr;.d“ : i.d might in'rl■;■^c unneeessarily 


Wli ‘ di •' 

ii-.t 1 1 .r '1 

1 i I ■ I d, • ■ 1 < I ^ 
tie -if I' • 

^ Ule- 
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‘ el' 1. - .>1 »lji:>tnunt for ilie eioiM mies of oth. I c >u] dries". 

- ' ' ■ • ' ; i- ] l i 'lei ! i\ e iiK-esnres ; doj t eil l>v ;■ count rv ;rre l i-ing wisely 

! ' 'ha is a country win le me ay of the ird.usirii spick liy in the 

‘ • e e. h.-.\ e <le\ eloped only i .'r ent ly i iid it is neii >s;u y for li' r Ui foster 

!'• by t. kine suit aide measures. The just i< e or injustice < f such mca- 

’ •. I' ll lo lie deeid.eil hv others. 

% 

\ ‘ f .Article 13 slates : 

.tliiT ' shouM be an increase in imports of aru' j'lodint concerned, 
iu' ludiug products wliiiU can bo directly substituted therefor wliich il 


continued would be so great as to jeopardise the establishment, deve* 
lopment or leconstruction of the industry ti bra.nch of agriculture con* 
cerned and if no preventive measures consistent with the provisions 
of tliij Charter can be found which seem likely to pr jve effective, the ap- 
plicant member after informing and when practicable consulting with 
the Organisation would adopt such other measures as tlie situation 
may requiie provided that such measures do not resti ict import more 
than necessp.ry to off-set tlie increase jn imports refened to in this 
sub'paragrapn ; except in unusual circumstances such measures sluiH 
not reduce tlie imports below tixe level obtained in th? most recent 
representative period preceelmg the date on whi h the member. 
initUted action.” 


This provision unduly hampers the right of a nicinl.c-r to develop its industries. 
Turther, the phrase “such measures shnll not reduci* inijjorts below the le\el obtaining 
in the most recent representative period” is a difficult i)rovision which , from e\ 7 )erience 
we find India cannot adopt because if this country were to initiate any such 
measures, the most recent period would be 1946-47. 1947-48 and 1948*49 etc.* when 
imports have been on. a considerable scale and tin* country would not bo justified in 
restricting imports to that level. For instance, tlu^ countri imported el< ctrieal aeees- 
sories in a single year valued at about one croie of rujices whereas the normal re- 
quirements of the country at the pres mt level of pri es would not bo even half that 
amount. Similarly, in case of some other engim ering ind.ustn’es iiu] orts Iiave been 
quite huge and it is feared that tlie iinjiorts of tlie last 2 or 3 years may be sufficient 
for another two years. 

Further Clause 4 (b) of Article 13 states : 


“the Organisation shall determine as soon as jiracticabh* whether rny such 
measures should be continued, discont liiucd or modified. It .«hall in 
any case be terminate!* as soon as tlie Orgaui.sj.tion di-teriniues that the 
negotiations are completed or di.stoiitinued 


This is a most unsatisfactory provision becau.«e tlie International Organisation can- 
not determine whether a country’s need lias been fiilhllt d. It is tlieiountry itself 
that shall determine the time when .sueli restrietixi' ineaMins should cease. 3’lie 
Association do not approve of the jirocedure i>l prit.r ajijiroval. Hie Asstx'iation are 
of opinion that a country should bo fi 00 to resort to jirotectivc measuies including 
quantitative restrictions on imjiorts to fostei its plans of i-conoinic devclojiineul and 
reconstruction. The Government sliould not abrogate tlie r ight t<' lesort to protective 
measuies aud delegate it to an outside agcn«‘v. India sjioukl liave an unfettered 
right to grant protection to its industi ies and take ncce.«sar_\ jneasures to permit tlie 
^tablishment of others. It has to bo noted that prutfction is granteil to an indu.sf ry 
after detailed investigation by an expert body like tin- I'arill lh>ard. Alti-r tlie le- 
commendations of the Tariff Board the GoveriniH iit ol India cari'full^ veigl* the 
pros and cone of the recommendations and l.tke deei.'ton. 


Anothei factor on wliich the A.ssoriatiou v."u 
that of public prejudice in favour of foreign go<als. 
to above states that 


Id likr lo 
Clau.-e 4 


hiV entjihasis is 

(;•-) of Alti' Ie 13 l eh lTod 


u 


if imports of any particular product w<.ni-l l.c so gn-at as tc ycpartiisc the 

development etc of th. indu.-try . . . .the mcmhir country 

after informing and when praei i' id.l- cousultn.g uith the crganiMitioii 
adopt restrictive measures uiuh-i certain Inudatu'ns . 


In this connection it may be noted that inij»<>it.s may d 
genous industry even when they are quant itatis < !\' ic't 
mmd is greatly prejudiced in favour of foreign g-'otU. 


«• a .'.'iva 
\ n' h' l 
long 


t d'lin ige to an indi- 
■gc. 1.1) India j'ublic 
as foreign goods arc 



available} indigenous goods are treated at a discount. The Government should^ there- 
fore, be at liberty to adopt measures, without outside intei-ference, which may safe- 
guard local industry, 

Tlie principle of piior approval, as incorporated in the provisions under Article 
13 relating to Quantitative Trade Restrictions and Economic development, was 
qualified at Geneva by the following two important provisions : — 

(1) that the proposed measure is unlikely to be more restrictive of international 

trade tlxan any other practicable and reasonable measure permitted 
under the Charter, w'hich could be imposed without any undue 
difficulty. 

(2) that quantitative restrictions may be adopted in anticipation of the con- 

currence of the Organisation. 

Further provisiems have been introduced in the Havana Charter, under which the 
organisation would have to give its approval if an under-developed country’ which 
proposes to apply quantitative restrictions can show thot the industries it proposes 
to protect fall imder one of the specified categories. 

General Assislaiice to Economic Development and Reconstruction. 


Chapter III is full of rc.strictions on actions which the Government can take in 
order to foster economic development. Clause 6 of Article 1 3 jnovides that a member 
has to 


“notify tli(’ Organisation and to transmit to tlie Organisation a written state- 
ment of the con.siderations in suppoit of the adoption for a specified 
period of the proposed measure ieU.1 ing to restriction of import and the 
Organisation will give permission if it is established that the measure,. 

(1) is designed to protect particular industry established between 1st January 

1939 and the date of this Charter which was protected during that 
period of its development by abnormal conditions arising out of the 
war, or 

(2) is designed to promote the establishment or development of a particular 

industry for the procos.sing of an indigenous primary commodity, 
when the external sales of such commodity, have been materially 
reduced as a result of new or increased restrictions imposed abroad ; 
or 


(3) is necessary in view of the possibilities and resources of the applicant 
Member to j)rouioto tlio establishment or development of a particular 
industry for the processing of a b 3 "-product of such industry which 
would otherwise be wasted, in order to achieve a fuller and more 
economic use of tlie applicant Member’s natural resources and man- 
power, anrl in Uie long run to raise the standard of living vdthin 
the territory ol lho applicant Member and is uiiUkcl^’^ to have a harm- 
ful <fFfet, in tlie long run, on international trade; or 


(4) is unlik- iy I-, he niore restrictive of international trade than any other 
j>!;u {ie;i!.!.' all ! reasoiiahle moa.sure permitted under tliis Charter 
wie. h e. 111 ! he imposed witliout undue ditfieulty, and Ls tlie one most 
siiit ao!' fer i!ie purpose, lun ing regard to the economics of the industry 
hi.-mli el agiieulture eoncernerl and to the applicant :Member8’ 

• ;> " ! i. ; eeonomie development or rceoiistruetion.’’ 
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e ii v.uuld l>e clear tliat these coiuUtiuns do not sr.it the needs 
> M reg.ud to sub-para 1 of clause 7(u) which proviiles for import 

protect uidustries established duri the period from let 
-it A March, 1J48, liie Association desire to point out that this 


w 

would not give relief to many Indian industries. It may be that an industry sLa^ 
ed during this period was not protected. In such a case, measure for import 
tion cannot betaken. Further a number of engineering industries were establish, 
ed before the World War 11. Althouglx tlie war gave them tremendous opi^rti^. 
tv for development, it cannot be said tliat they are strong enough to stanrJ the iuJI 
blast of foreign competition from highly organised, financially and teclinically sound 
foreign firms. For instance, Electric Fan Industry came into cxustonce in the early 
thirties of the present century. Quantitative restrictions m such a ea.se may be 
cessary, as in the case of any other industry, which came into existence dunng the 

war period. The Steel Furniture Industry is another instance, ihi.s industry is 
well organised and in quality and craftsmanship m mamnacture. it 
It will thus be setn that although an industry might have been estahll^h<‘d l>i‘^re 
Ist January 1939 it may require protection from Government on the same looting 
~ S industry cstahllhed during the perio.l of the war. lmlustr.es start- 
ed after 1948 are also out of consideration under tins proMMon. 

Further, it is not clear as to what is meant by -processing ‘‘f 
primary commodity”. If wo put widest possible eonstruetion. it w ill include almost 
all the industries because all of them use indigenous raw materials, to a large extent, 
and th“ non 0 ^ of such industries would mean that these resources would 

remain unutdised. What is very important m this 

resources of the country arc lully 

M &ofelX°?‘;h?eolr'rc.?u ensure {hat the restriction of imports are 
unUkely to have a harmful effect on mternational trade. 

The above provisions of the Charter are subject to two important conditions 
one of whieh is that : , * , • • r 

•■the “{{"Trio" " lU 

{{^’‘"ImTm^rt'rconlnto'rny m.,wlt.ch the ccono.uy of another member 
country is largely dopendent. 

This is a «ry vague condition becau.^»-try in the wod^ - 

say that the economy of a particular coun y - ^ ^ ^ exports mica to foreign 
maxy commodity from another countr ■ tLt the economy of 

countries. Mica is a primary commodity o ^ thoieforo. tho Association 

any country is largely 1 the result that the I. T. 

feel that this condition may be iiittrprete ■ . ^..riously threatened because 

O. might construe that if the export of a allowed to protect 

of developments elsewhere |,ave been exporters of raw 

her industries. India is one of those cou country were to decide 

materials during tho sueh prole-ssing iniiustrios 

to process her raw materials in>i<U tin. count \ of the pi niiuv eoinmodity, 

ami if such an action results in tire .stoppage w . m..- r i ^ 

tho I. T. O. will not give it.s onsent. ^ obligations as imposed 

think that our country is not a po-itiun to . l..ue ..u 

by tho Chartor, . i ^ 

Further , under clai^e 7(6) ot Arti^rlt* Ui h i*' ^ . i i, • i icii rr. i 

“appUcant Member shaU apply {[VJ'/ie coinmmTial"or^ccono‘i^ 

llr^^^ny otrs::;:^^ murcsts U.ler the provisions 

of Article 3 and 9.” 
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This provision is difficult to comply with and the Association feel that no rauntry 
-can oLuro the economic stability or commercial prosperity of another country. 

Strict adherence to these provisions would aflfect many of the intotries of the 
country. The Association feel that the case of each mdustry should be judged o 
its merit irrespective of the date of its establishment. 

Aaain under paragraph 8 of Article 13 cases other thrm those falling under 
nara^lph 7{a) have befn examined. Here the Charter lays do™ that the Member 
Sunlry shall afford opportunity to other countries for consultation and 
+ ho 1 T O. about it. In the event of failure of mutual consultatioT^ the I. T. O. 
will initiate the discussions who will examine the objections received haying 

Pessary conditions. International trade and sWard oTh^g of^^^^^^ 
annUcant Mendier are the overwhelmmg considerations which the I. T. O. P^pP? 
to keen in miml So far as the international trade is concerned, the Association 
have already expressed the view that its promotion is the condition of the existence 
of Ihe highly industrialised countries. So far as the standard of hvmg is concerned^^ 
biehlv industrialised countries never worried about the people of under-dm eloped 
eminfries so far and now wlien political changes in South East Asia and m the con- 
tinent of Europe have changed the course of economic development, the Western 
countries want^ to come to the rescue of the consumers by offering them foreign 

articles. 

Pnfereniial Ayreernenls 

Tlio Association will now examine the provisions of Article 15 relating to pro- 
ferential a»^reoments for economic development and reconstructaoa. Hore^ the 
provision under clause 0(6) does not quite accord with the needs of India. Ender 
thU sub-para-raph it has been providcfi that if the proposed agreement is likely 
cause Lbstanlial injury to the e.xternal trade of a Meinber country p^rty to 
the a«^rcement, it .shall inform interested members of its findings ami shall require 
the mombers contomplating the conclusion of the agreement to enter mto negotiations 
wl^rthat member. Further it has been provider! that the I T. Q. wiU award com- 
pensation to the injured member in case of disagreeniont. Who wiU pay thi5 com- 
nensation? ^laiiy of the smaller countries on the Continent are in a position to 
offer to Inilia mucli needed capital goods and raw materials which are aUo available 
from other Western countries. If on account of considerations like lower price and 
ouicker ilelivcrics etc., India were to conclude an agreement with ^y one ot these 
countries the interests of other countries are likely to suffer. The Association 
maintain’ tliat this is an obligation which the country cannot undertake. 

OiKHlion pfirtic.ular, do ijou consider that the terms and conditions proposed in 

‘ ' ti,f. Charter for (u) the continued employment of existing foreign capital 

and (6) new foreign investment art breadhj in conformity with the require- 
mints of / nd ia I 


Foreign Investment 

\s p ^anls inl« t'i ikinal inv«->tnient for economic development and reconstruc- 
tion .'.rfi'-ie VJ. of tlie ( ’r rl'-r piovid'-s among others, that 

{\} Tin- inteinath.n.il Mow of (’apital will be stimulated to the extent that 
Mhiubei-.s utV‘0.1 nationals of other countries, opportunities for invest- 
II. .•11*, .ind s. i.mity for existing and future investments. 

' p, • • ii'iMic whether an<l to wliat extent and upon what terms ic will 

' lure lofeiga investment. 

: if to j.. ■ and give effect on just ownership of existing and future 

in'- 

ilj to pi M iae and give effect to other reasonable requirements with respect 
•.<> existing and future in vestments. 
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Md limitations which they arc prepared to accept ..t the tights reft 
to in sub •paragraph (c). 

<31airse 2 of Article 12 further provides that Meraliers will undertake 

(it) to give due regard to the desirabiUty of avoiding disenmmation as hotn cen 
foreign investments. 

The Association ‘ 

new industries h,„, tlierefore fullv endorse tlie views oi 1h<- 

already invested, ^^he -As^ijtion, l..^^^.l^.adv munei ded ll>o poluy m Uis 

Minister, Pandit h^ ia<lie-;aed Uiat th<- exidii.u ion -y'n 

announcement on the 6lh April, IJ ' V • - . ri.<.trietions, tJud llie i veihtiea 

sSjff "■• 

operative role in the development ot India s t u lu n > • „ the 

.The policy enunei^^ by ^E[et ‘^!w.nv 

KeWy that 'foreign capiUd should in ilio>‘e 

which are already developed. ^ 'L*Vd ioid whi< li ivquired hi-i'ly -kiih-a 


III VnO UUIUUIJ. ..r,wtkMr|( ;il 1 Xlr^^ riMUV v 

which foreign concerns, through years - ^, = ,1 ..1 ,uMi;etiou m oun- 

organising ability, fiuanci-1 1 h..li.'. liais ih.l< --tri. -s with Iittl-' Ut hnui-I 

parison to which the newly estaldi'hu =■ ^ ^ ,-,iiup. nsun. H tlj r.' aic 

experience and inadequate liiuineiiil um " .i,n.. i,.u in ;■ 1 .iti' ulir spli le, Iho 

two different kinds of conerrns si: rl‘ d •• . l.i.vtv tinn, "ii ifuimt 

piiDciple of suiwdval r,f the lUtesl v.M 1 ,,;,, i. I o .. Mid -q.-K.. 

k superior competitive capM-ity, iinuK: >u ‘ ,v:„icnce 

date knowledge of modern technique oi piodiwii i- 

tho indigenous firm. , ^ .-'■nii ut 

The Association would, therefo.-e, ' ! q.,v ' ol ' '‘i 'b>>. < .'plKi. s vk" b 

should be given to foreign capital, it shai d I ^ ^ . . . ^ ^ ^ ^ .,h.. < 1 my < ! • ^ 

arc not yet developed and ^\ld'-h ^ huii 1 » d ^ ^ ’ 

and which foreign capital by virtue oi ll^ t" imi- 1 ' - 1 

is capable of undertaking. ,n , -i-kl"' *'‘^d po vi- 

Subjcct to the observations inado .hove, ^ - tj.- n .luio nunts 

sions and safeguards laid down ^ke ^''' j, ,,, i- Uii- 1 "kl slops to >- i- 

of ludia provided Government oi Indit d , ttitud- of our own ,, 

guard InSian iudustries. Muph h " ou.c. end iu.U-tnv- !<„" 


Encnt» 


18 M. of Com* 


Questioiis 93 d? 94. — Are you I7t agreement unih the broad lines of tits tommeredal poliogt 

as set out in Chapter IV of the Havana Charter % 

If not, would you elaborate your objections to those Articles of the Havana Charter 
bearing on commercial policy which you consider deterimental to the interest of 
our industry. Do your objections relate to the short or the long period or to- 
both I 

Commercial Policy 

TIic Association are not in agreement with the broad lines of the commercial 
policy set out in Chapter IV of the Havana Charter. Article 16 para 1 lays down 
favou.ed nation treatment granted to one country to be applicable to all the member 
countries. It is not undeistood how this can be possible. India, for instance has 
been drawing special advantages from tlio United Kingdom market in the matter 
of her imports and then fore, it maj’ le necessary to give the most favoured nation 
treatment to the United Kingdom wJiereas another country which does not supply 
India’s needs may not get them. 

Reduction of Tariffs. — Aiticlo 17 lays dovnv that : 

“each member shall upon the request of any other member or members and 
subject to procedural arrangements ostal lished by tlic Organisation 
entt r into and c-Airy out with such other member or members negotia^ 
tiona directed to the substaniial reduction of the general levels of 
tj'.iiflsetc ” 


The Association feel that no country should be under obligation to revise its tariffs 
simply bocavse another numl.cT in order to develop its trade, wants it. Tcriffs 
are r; ised for Uvo purpose s: (1) revenue and (2) protective. If it is a protective 
duty the question c/f re\ision sliould not arise at all; if it is revenue duty, the consu 
d('ra<ior,8 of revenue i lone for o country should weigh. Tlurtfcrc, such a provision 
in the H -vana Chi iter as puts an obligation upon a member country to carry on 
negotii.tious for revision of tariffs seems to be uncalled for. 


The I rosision in paragraph 4(6) regarding compulsion on a member to continue 
to give coiiccs ions hej ond a pc ried of 2 3d rs is also not in the interest of the country. 
As a matter ef fact vll the sub-clauses of this Article place restrictions on «. member 

in the matter of international trade should not bo 

bound in this way. 

Notiomil Treat), lent of Infernal Taxation— Ariklc 18 relates to national treat- 
ment on int< rn:,l taxation .'ind rcguh.tion. niio pro^ i;.ions under tins Article require 
that n'.jjK ml (1* country willapi ly any rcgulotions etc., to imperU d prcducts which 
me not apiilicalle to inKmid pri.ducts. In Ivx'Ja unfortunatelv tlic contrary is 
the case particul rl\- w ith n ganl to transport, charges. India lui been for the lost 
so many 3d is, giving more favourable frciglit rates from poit towT78 to the interior 
with the result tUi t ti.is p:>h(y h.-.s been favouring the mov<meiit of imported goods 

to Uio prejm.ue ol tlu* local nidu.stry. The Association desire that such anomalies 
lOiould not CMst. 

r.-ragraj'h S(6) authorises u. country to pay subsidies to the domestic prcduccrs 
doTiv<d tn nnlie proccecasa.l the internal taxes or chf.rgc.s apphed consistently with 
the provisi ms ol fMs Avtulear.d sul.idio.s cmctid thror£h Govcrricntal 
p.reha.sis and dour die products. This will mern tlu t the Covirnmeixt cannot give 

T <*olleclions cd imp< rt duties levud on foifign 

'.miv coi.dm he to the interest of the 

Jm Vv ioT ii M i-ecommendMl in tin- ease of t lie Macljne Tool 

.1 I iV -el;^ f from Tariff duties a certain sunt 

1 e 1 |I r ^ ‘ ‘ ‘d this irdustry. Sui h actions would not 

..c i.-, ,M. ,f C-oMnauvni of India were to be a party to the Havana Charter. 
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Further paragraph 9 of this Article plr.ces rcslridioiis on Gov< rnmcntH jower to 
fix maximum control prices which the Chi-rtcr rcgi-rds us prejudicial to tl»e int4 rest 

of exporting countries. 

Cineviatograph Films 

Tlie provisions under Arlide 19 irgf.rdirg siccial provi^KnH relr.iirg to the 
cinemi.tograph films are rather interesting. The A.^.-ocu.lion h< 1 tju't t- 1 ~ ] rovinen 
has been incorporated perhaps because of the f.ct tliat tlie ( xlu»,ilir.n of hudds 
up national chr-racter and it may be iiecess. ry for a country to put rcslrnuons 
on the use of foreign films. F( llowmg this exj mj le, llie Associi tien uodd like 
to state that consumption of indigenous arlnhs by tlie m.lion; Is r f a counlrs is 
necessary in order that the prejudice in tli< public min.d ag. inst indigenous i r ules 
in a country like India wliicK has been lic.bitiir.ted to the u.se of fureign products, 

may disappear. 

Quantitative Restrictions 

Article 20 deals with genoul elimination of quantitative restrictions. As .a 
gener/1 rule it prohibits the impo.dtion oi rrstrntions tf nq « rt.s and rX] orts .nd 
L so f;J as exports are concerned it permits prohibitum m i^rdn to n lu ^c < i u_ I 
shortage of foodstuffs or other products e-s.^^enta 1 to the expor ing ^ 

but it doas not give permission to , rolnbit >[ ‘ 'j 

in simiLr situations. TUs i.s a scrums b. cum. ‘ ‘ 

desire that the Commisuon siiould give its <I.uc comulcrudon to tl i.- i rmi i n. 

The proviiims of Arii lc 20 urc too rigorous in tlu ir c.p, licctiiui dul tljo .Wocia. 
tiDnfdtbr.t the couiilry should not he und- r mi olliguion to mforii, the 1. I. • 
regarding the imposition cf qiu.ntitiilive i ^sirutu ns. 

of such minimum quantities of 

patenttr„dcm..rkctc. rh s thv A..^o^ it 

made in pi.ragraph 1 of Attuh .,„.i i„ tie t .cm reuui r eluu.ii. I,s 

may be reoesst ry to prohil it !‘m;"rts liop^ Jiwi.i, ' iui . In . i n uti.i. rti.kii g 

of trade tre likely to bo V „"v -is ivouhl ei< id luiucv.-s ,rv d m g ■ to 

by a memltr tc apply rcsliictn ns s ;,r lik- Iv t.» 1..* ; lb . ted 

economic interests cf..nyotKr imn^ .. stru ti. ns impose.l. by 

and no such conoi nm can be eonij u • . ;.,,a 

amemU.r;.relik.lyto tell upon the eoi.ni ■ 

Associ -lio. U\ thlt our country has to look to ns e. ono.n> InM . 

Article 22 deals with hy^'ny 

tions and p;<ra 1 lays down tliat any p ' ■ j 'u ,„;,y he po-.-i! k* 

member will ba applicable to i.ll the “‘’’’V ‘ j .\|VKa’ Iii< ia i.s ; |)pKing ..oiioiiiic 
for our country, for instance, m case ' ii.is ^wmla 

sanctions as a result of discninmi tory P ’ . P; r;.b:n.i ii - 'le -l.-’ «itb 

bo impossible if India were to ratify th ' ^ ....Mniii.s .'.ikI (b'wii 

dislribut 
thr.t 

shall be fixed and notice given oi i,„p..ning und exponiiig 

to disturb the price strucluu down as the (juota li.\<-d iiuty 

count iie« because the prices may go up rv tbi.t iblbre»'l couutrus 

be high or low. It would, therefore, lie 

keep ibis information strictly to them- cues 


.0 impossible it India were lo lam^ , i-f.uiiti i. muI d.nvn 

istribution of restrictive quota among x ^ i, . j imp. rt. 

hat, wherevu practmaLle. quota anloul;; 

hall bo fixed and notice given oi Ok i,nn.,it im? und vxi)..niiig 
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internal economic structnre may not be .mduly disturbed. Moieover 
system of private trading it is impossible for Governments to canalise impcm 
g^m a parS:rcountry® Referen'ce to impo. cs cf for for 

2/3 veais wiU indicate that our pre-war ““Xra cm be 

moic available to us and, thcrefoie, no quotas S Xt£ 

mnintained Under the existing economic structure private parties t^e au tine 

troub^' of finding out sources of supply and the Government come in the 
only after the negotiations have been completed. It would, therefore, 

for GovornmcnAo fix quotas among different countries, P'JXS^ow^d 

of Article 22 imposes obligations on a country to dismosc quotas of imports allowed 
to different countries to each other. This is not practicable in actual practice 
because it is likely to antagonise feelings in case quotas of a 

be below their capacity or where a particular country looks for a definite marli^ 
for its products in a particular country. Announcement 

quotas, importei quantities etc., is not feasible m the interest of a country s 
ectmomy. 

Subsidies 

Section C of Chapter IV deals witli sul)sidics in general and requires a member 
country to disclose complete information to tlie I. T O. and 
ing its^subsidisation policy. 'Phis the Association teel is not 

because sab'=‘idv is granted for the purpo.se ot enabling the local mdustrj to get 
established or tor the purpose of encouraging exports in order to earn foreign ex- 
chau-e or matters which primarily affect a country s economy and the .Association 
feel that any interference in this matter by an intcrnationul organisation uould 
not be conducive to national interest. 'Ihe experience ot the industry bus been 
that sucnc of the foreign countrie.s have been subsidising their exports co say Indian 
market for a very long time in order to be able to compete and sell their product 
at a cheaper rate in tliis market. Similarly, if India were to follow suit which it 
may become necessary for her to do now that the country is free and is determmed 
to industrialise and increase the standard of living of ds people, such a policy 
would not be permitted. Sucli an action would not be possible it the country were 

to raiitV tlie t’liartci. 

% 

Export of Prini'ti’ij Cominoii l:' >' 

'I'hen in regard to th<- -ipccial Uvalmont of primary cominO'litics, granting of 
subsuhes for export puri)o-ier> is sirictly l iulted oid severely iuterfers witli the aspira- 
tion- of the coim+rv to* build up I'c expor. marUet>. Ff>r iustance Article 28 in 
para ! lay- do’.vn that subsidh-s wuu' i no; lie ;_i anlcd tor the luaint'cnance or increase 
of expo!' ol an^ prim irv eo.utu'>f1 i, \ >•) ihal a particular country may have more 
ih an an ctpiilahla slirro of uod-i Ir.al'. in that c-..nniiodity. ’fhe 1. T. O. has been 
uiN on I! 1 C n.iiu;* ion olMeict tioii'.-i-; -.be pdi.'blv >ba.'-c uf every country in intorna- 
lional trade. >ucii to > u'. ..b n- >11 [!u di \ . hi[)r..cnt of export t rade v ouM moan 
that a c!.>!intr\ c.oi U'.-'. a - pii .■ to <-h.i I’ut the pal t<,Tn of it .s trade with a view to 
ill. I', 1 mu Us we.-.Uh. J'or in :t iia’.,- India lias .-n far been an c'Njiortcr of primary 
com ;K'lita>. lint n- a licr nulusirics are «k'\ cltij-lug I’u t and there may come a 
time wii'Mi the coiuilm ei i' ii.isi.- lo take -i:ech;l jecasmes 10 develop exports of 
certain pro-.-essed cumino-.'ii ies. 'J'li's wvuild not lie possip.k> l.ici ause the jirovisons 
of I I Lava na ( ’hart er are \ erv r- sl rictis e in their app’ieat ion. 




Scetion 1) deals viith .Stal** traduig and reiatctt iiiatlt*rs. '! lie Association feel 
that under the present condnious x)t irnxcd cionomy, a State ('oiporatioii may have 
to ad'.'pt >p' ' ' ii measuics in mattcix of international trade. This would not bo 
p i-s'ble umlev t.‘. . provisions of Aidiclo 29. 
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Heslrkiive. Budbiesa PmcHc^ 

Chapter V of the Chart, deals 

have got the obligation to take approp^ competition, limit access to markets 
alfocting international trade ' ,■ „r i.nhlic commer< ial enterprises 

etc. This commitment eoyers of countries in om* more 

possessing .-ffot-tivc co.Uiol rftra.k^ ,,nutic,-s may :c,,n.;st t ,c 

products. Members affect J jnembers may sulamV wntUn complaint 

I. T. 0. to arrange tor hint A-c/r lias sni.st.nn e llu- 

for investigation by the I f- • restrictive husincss pmeuev-i lm\e l.nn 

I. T. O. wl\\ investigate tl-o ;,J’' ,,,’;rt ”l,r\.l.servc,l in .Imlinv niti, ol n rs 

deHned as fixing pnecs, ^ ^ .lividim' anv t'-rritorial n u ket or held 

excluding enterprises from o‘’ discriminating aga nsl panicniar 

irr ■ 

tothel.T.O. t,» oromole <av, shipping imlustry 

For a conntry like Iinlia it may res. rving to tlmm xu.rk eonmrtcl 

1)V givin" them special ad\ant,v s <; .iji nf hanking and insurance. Cov ermnent 

;;^tlfour hireigu ti-ade. ^ ^ -‘1 be subject 

:f^:^:i;r ^r country cann„. afl„r,i to comply 

with this obligation 

l,il„.nova;.mn,la} Commord.j m m's 

• i-.- fi-»r Tntcf-Oovcrnmcnlal C'ommoditN Agree* 

Chapter VI ot the I';”' o ;;Avhicl. Imve l.ccn .Iclincl a, any pro, huts 

ments in regard to prnnary ,„un,l form, or svhi.-h Ims umicrm.ne 

otfarm, torest or fislicry or t'";' '' prepare it tor Tiia.ltetmg nt Hil'stantial 

such processing as ts 'l-o. ision in's heen nta.le ia'eanse ot tin- ,c.-ms 

volume in international tiado. 1 • 1 ^ priniarv commodities au- protliuid, 

nition that the contUtions unde lu in tla-c c'mumMl.t.cs ma> 

exchanged or consumed are yuth th. ^ t,.H.\oncv toivar.ls pcvsisi -iit tliscimlih- 
be affected by speoin the aecumulatitm ot bunlen^ 

Zl, " 

azZsSrzz z: ' - - 

InhT-Governmcntal Agreement uhi<|' ,ntiti>ii'.v o.iitr.tl ot evnort or of 

(0 I hc vegulaiion ot ^hicli has the puria-sc ..i .might have tl'.e 

trade in that eommo<hl>. '» 

I*;) .vailahiUty of supplies adetpiate 

Such agreement shall he a.v in keeping with d.e provKions of 

at -ill tiinnH for world demand at pu ^ pi-ovi.K' ha- measures -lesigned to cNpand 
ilif till VI » .r.w*! w*2ll>lo SlliU* Piv^ ^ _» \\ *•» TiT^rjAf iVfcj\tr, 


a^' 1 th^f^"- "orld 'lemaml at prnv, nl ■:;> expa.p 

Ar iele :ui.r) ami wlic-n praet.eahk si ^ ^,.,„.o,nents si, all make appropriate 

^^l^c^nLlnpti,'.. ot tiiC tamtmm V -.1 -I';'™!' 


ArfifU* HUM I- .... Siuh uul V'VIUi in * 

world consumpthm of the fur .satisfying national consumption 

provision to atVord ’ .oprec-s from Mhich such rc.imrcments can bo 

inti world market ‘'‘‘dHironicrhs f un ^ p^a to the 

Hupplietl in the must ,ph 1 social dislocation and to the position of 

neeS for P^eventing-.nous ec^^ disabilities. 

protlucing areas au k so f ir as they hclji her to ente*^ 

India is interested in jbe ab-e .V rubber, 

into ^Kreements mj^egard^t^^^ pr.ma for sUih.hty of 
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prices of those commodities, but what is important to 
agreements might adversely affect her interests in 

instance, if an international body were to e-epand the h'^^AdusS^ 

and India may be asked to consume cheap Java sugar in place of G«r her mdust^ 

would suffer, Tlierefore, the beneilts from these provisions should '’^,7?8ar'lcd as 
double edged because while in one case they might help some ef /"dia s n lustries, 
tliey miglit act in other cases as deterrant to the development of other indus r 

The Charter however, permits bilateral inter-Govemmental agr^ments as 
well, but subject to the general obligations enjoined by ‘ 

the result that under bilateral inter-Govemmental agreements 
cannot resort to the exceptions .such as export subsidisation, 

Tiiereforc, the benefits accruing from bilateral trade agreements appear to be limited 
uuiler circumstances of restrictions imposed by the Charter. 

General Pj'ovisions 

'Comin« to Chapter IX which is the last Chapter in the Havana Charter and 
which deals ^vnth the general provisions relating to relations with non-raeinbers ct^ 
the Ch artf‘r docs not prevent any member from maintninuig economic relations with 
noil-member.^, but does not allow a member to seek any arrangements with non- 
member,^ for the purpose of obtaining for the trade of its country preferential treat- 
ment as compared with the treatment accordefl to the trade of other member coun- 
tries or so to conduct ils trade with non-member countries as to result in injury 
to other mciiUicr countric.s. This is a very fantastic provision uhicli has boon inade 
in the C/iarlcr in ismuch as it tries to establish a monopolistic control of international 
trade. tS’iiereas, the ba.«ic purpose, of the Charter is to evpand international tviule, 
create fellow feeling among the nations of the world, tliis provision militates against 
that spirit, in so far as agreements with noti-mcmbcr countries cause injury to trade 
of otlier itic*nbcr countric:^, the .\ssociation have nothing to hsxt if it docs 

not injury the interest of the other countries the Havana Charter prohibit.-* a member 
country b'oui irettinsi any nrclcrential treatment from a non-mcmbcr coun.ry. 

Qw-'.-ilioh .V.}.— \)o \o\x anticipate of our injurious effects on our trade and industry 

on account our acceptance of the obligations of the Charter (/) in 
tlie slu'it period and (<») in the long run? 

In rci»!y to questions Dd an<l lH the Association have pointeil out the injurious 
effects which adherence tf> the Charter is likely to bring to the trade and industry 
of ilia count rv. t'or a jn'ceise reply the .Association wouhl define short period as 
con-iOirj vd :> to u years an<l luiiu peiuid of more than o years. The Association 
ti i ‘L'i.ii ihi r.cicpuinee of the obl\y:ations iff the Charter would be injurious to 
lira i ii n, i s in both the periods. The reasons for this ieebng have aheady been 
e:;plai:;e.l lu reply to que.-*tion.s Od an<l d4. 

() ‘ sii-n. t)n ;> - Jiii i'ul bidanelng ol pros and <-ons (U' you npjirove of India’s 

diKio'iet.- to the Ila'.'ana ('hartcr and her eonseepunt participation 
;i. t)>e ].roposed Intianationnl 'i'rade Or<:anisation? 

In ea.*e India hetoines a pavt\- to the Havana Charter it Is doubtful whether 
.^h< woiiUl be able to pursue ])o!i<-ies of vi<rorou.s economic development relatively 
unhanipe'i'.! l>y the obligation^ nhieh Ihe Cliarter .seeks to impose. Even the escape 
( h.usi s sv-t np a ninul'i-r ot obslaele.s that must be surmounted, 'riiere are so many 
Tiditions aini eiireria wlm i, li,i\e to bo fiiltillod and .<5atis.fiod In )«bnn«t, all ease's 

there are 
dove- 
by the 

bership 

^ •• • apfiear. will not !»' ot niueh ludp to this eountrv. There is 

on a uM mat it rho llav;ina Charter comes into being India will ho at a d'isadvantage 
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u Kiif thfl itdvantaces to be spriired from bilateral agrocmeiits wouM 
te^ms I-rtios are able to secure whether 

thCT are mtto or rvithout the I.T.O. Tho AssociatioT,. thcn f.jre, fool tl.at I.olm 
aSonW not adhere to the Havana Charter and conse<|uently ].aiticij)ate in thr pro- 

Organisation. India shouhl make a request to the Lmtc^ 

industrially advanced countries like tlu .,nhe situation in the 

.ix - 

of the globe. , , , u 

for Oovernintnl aca 
From the toign 

and her indeperjdent career it ',ttalit\- in politi.-al aifair-s. the As.so- 

any power block, following thus pat o,,i,..iv too the countiv should follow 

elation would recommoiwl that in Iho ooomii 1 „ liioli ivnuli'l oiwlilo lior to 

relatively a free policy, a policy oi ^ , ,|,o u„,l,l ivitl, wliioli 

secure the most advantageous tci ms Iroiii tin luiiiitra 

she has had her trading relations. 

The Association would roomimiomi JJ-' mu;::!;;-;.:! 
bilateral trade agreements toi tlu m. • . i . i,„iustric.s if necc.^saiy. It the 

right to restrict imports for the ‘*^‘'***^1*!’ .. ..nxhutinii or cxpoi-t. slie ."hould 

■country finds that it is neecssaiy to su >;? < ‘ j ^ (iovci iiment of India .diould 

have the power to do so. The Association Ue as i<>Ih.^^s 

(i) To investigate wlm-h ma>- l.e hereafter 

and finished or partl.N uMliitios. all i|iiestions 

,pccijic duties, anil eoiiipmn .1 ^1>' > ,,|,„,i|i,ati..,i of articles 

.Elating to the -'"-f:''™ , !,: ami in general to ii.vesu- 

in the general schedule, o t |,H.|,„liiu; their relation to the 

gate the ".poi, the industries ami the lal.mir of the 

central revenue, thin .intt ' . i,„.j.stiaatiuiis. 

count.y, and to siibimt -i ^ 

(It) The Tar iftXommissu.n shall pu j t^ all information at its rommaiid 


fercntial 7“rn<l' conditions, causes 

^oa'i^ w:.^,ite iiohiu ^d 

to the country if such a Commission is appointed. 
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It is very clear that the country has to adopt a policy of direct encouragemenh 
to Indian industries. Unlike most other countries the Government of Ind i a wad- 
required till 1922 to adopt a policy of Uiissez faire towards Indian industries. A& 
a result of the investigations and report of the Fiscal Commission of 1922 a policy 
of discriminating protection was adopted by the Government. With the exception 
of England most of the countries of the world have followed a protectionist policy 
for several with the result that now their industries have been sufficiently developed 
and the Association feel that our country which is undeveloped should not be asked 
to follow a suicidal policy with respect to her industries. 

Tlie Indian Tariffs have always been a matter of great concern to the Western 
Countries who had India as the market for their products. Tlie Association has 
already pointed out that the Western Countries arc now trying the Havana Chi^ter 
to keep the markets of the v'orld free to their industries. This is a serious matter 
and the Association would wish to emphasise that Government of India do not fall 
in line witli their policy. 

In view of the importance of India in International trade, India must watch with 
care the effect of the movement in other coimtries regarding tariffs even txs these 
other countries are watching the development in our tariff. The Havana Charter 
whicli aims at lower tariffs and removal of restriction on foreign trade does not 
meet the present needs of the country. 

The Commercial policy of the future must recognise reasonable national econo- 
mic requirements of the people of a country if it is to promote efficient and effective 
utilisation of tlu* economic resources of tlie countrj". The history of modern econo- 
mic development sliosvs that most the of advanced countries in attempts to re-organise- 
the stiuctnro of their industries have had to resort to protection for safe-guarding 
their industries again.st unfair foreign competition. 

OOA. — If ifcu arjite that l>i<h‘a s/icuhl adhere, io the Charter and join the It\^ 
Urnnlicnal Trade Organisation have yon any views io express on a struc- 
ture and function*, of the International Trade Organisation (6) the pro- 
cf.durc laid for its icorLing and (c) India’s position and siatvs in the 
Intenmlional Trade Organisation. 

Ill view of our reconunendalion not to ratify the Havana Charter, the question 
doe.*' not arise. 


Question UU. — Do you ugtxc u iih the main principles underlying the General Agreement 

Oil Tariff.' and Trade as laid down in Part I and Part 11 of the Agree- 
i«A, [.lease detail your ohjections under specific heads. 

Suhio'.t to the observations made in reply to question 00 the Association- 
agrcf* with 111'- main ])iiacipli-s underlying The Geneva Agrwinont on tariffs and 
ti ucic. 

Qi.r.-iiira' Itxi — I/ar. 7,ou any coniinnifs tc vtohe on (a) the concessions granted by ua 

to iflrr countiAc'. in rrsf'U r.f hnpert into this conniry and (6) the con- 
C'S'-ion rrrcind by ■»*.? in resp/icl of our export abroad.' 

tl..' commoditi^'s hi respect of which India received direct concessions- 

;\ir jute . i>.{ jiilc coiton manufacture, cashcw-nuts mica shellac 

COM- -w.is and nvdtiri.- sporting goods, e.irpcls. .apices and condiments, ’essential 
ods and 1c-a. 

Th„ , hi of „|,id, In.lia has olTcred concession* 

could 1)0 undiT Iht* loluiWin^ iiciU.ls : 

(1) Food Items, 

(li) Olieiiiiciil l)rr - - •i.ntt tli'dic|ii(>^.5 
• ’.) .Materials of Indnstri.d F.se. 


< a.-nnif r goc 
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A glance at the oo^os^ion of tal ^ 

which in many cases had to including cream, fresh apples 

as bacon, ham, butter, milk, con ■ P canned meat, frozen meat, dehydrated 

and pears, cheese, cann^l bacon cannalM table, canned aspara-nis, 

vegetables, camied ^ tion of standard rates ha« been allowed Be- 

ca^ed soup etc on which a ^ of items wind, may 

sides many consumer goods to India's rev<*nuc. The Comnn tee 

be called luxuries. This has ineant . - entered into bv the (■lov.-rnmcnt of 



one hand and encourage impoi-ts on tiu- otb i. 



The Association, therefore, teel that under the e'cistmu' eir- 

;is of the cW--hle that the pnestion is eousidcc aga 

nstances. It would, 


basis 

cumstances. — > - - , . *„w.rv< 

iu the light of the changed ciroumdanc 


you think Ihcu i,rons,on.^ hm-c Inn, „t fnnti ), 

Please see answer to tpiostioii li«i- ^ ^ ^ 

QueHim m.-Have yon rfiAo-'roti;';'" 

concissxona tjrahino o>j 

1 1 . .. ^.4 1 1 1 . 1 


concf-ssions ijrantud by ^ ^ 

The Assoeiation have no statistical ,iaH y; ‘Th'y t-i h 

working of the tavilT eoneessions il, „.v „ .v, 

however, point out that ,|,,. ,,iti, l"S "1 von.ir i i\ ^ ^ ^ 

benefit to the Indian cons tm f-K-t ilia* th" 't'di- '''" ' -.v, .,>uv' -dMU': 

to be sold at a high rate m spite ot the ^ ., tb. ^'V'V 

milarly in regard to the BtnnuUi^^ * I ^ , n u ■ * ' ' ‘ 

the Association find that our e>cp ^ wi'li '■> 'be-'C lu-i 

vernment of India who liave completctl d- tau, 

in a better position to explain. ^ 

’-‘"’ixzsk.nt ■~n;:i:i']r££z 

ywr reply V'ith exawph.^ J' J 

The Association has no infor.natior, ou thr suh)-t. ^ 

Quuliou \k>4^0lUr things being ^Ztol iTm''''’’ '' ' 

conftnuance of the tanff coficc J 

beyond January 1,19-11 
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Working of the tariff concessions granted by India should be studied for some 
time more bt’fore any conclusions should be arrived at with regard to their future 
application. Very unfortunate ly the period during which these concessions have 
boon working has been full of unexpected happenings in India’s balance of payments 
position with the resil': that the country has not been able to wei^i properly the 
benefits to bo derived from such airangemcnts. 

Conclusion 

Since: the Fisc^.l Commission issued th^ir questionnaire during the last few days 
a moment 0.18 cliangc has taken j lice in the world economic conditions concerning 
the dev. luati of the pound and sterling I lock. Tl’.is has created a general uncer- 
tainty thr lugliout the world e,nd Pakistan’s action in not devrJui^ their currency 
h>.s add'^d to the difficul'i s of the country. The Association desire to request the 
Fiscal Commission to advise tlicGovernment that in view of the very uncei u in times, 
it would bo dosin' He tor tliem to p-sk the United Nations to defer this question. 
For som^'t ime, till m^ro stabili'cd conditions re-appear and the world in general is 
in a position to copsid© ' this question. 


INDIAN NON-FERROUS METALvS MANUFACTURERS’ ASSOCTATtON, 

CALCUTTA 


I. IntroducHon 

% 

I am directed by the Committee of the Indian Non- ferrous Metals Manufacturers' 
As.soti .lion to f ddri-ss you the following iiumorandtim regf.rding eertUn of the 
ques:ions cont? imd in the Questions ire issued by the Fisccl Commission. In 
doing so. llio Committee have been content with dete-iling the progress made by the 
Industry vviiKin the short pcri.d of its existence and focussing the Commission’s 
attention on ])robleins whi» h i re peeulij r to it, and which will highlight some of the 
requifi meiits of a Fiscs. I Policy necessi ry f</r integrated industrial development. 


Tlu; Industry consists of: — (1) The miring and beneficiatkm of ores, the smelt- 
ing of eouoentrates and tlie lefinmg of the smelted products (2) the fabrication of 
.semi-nianufc.ctures like sheet.s. cinJes, .strips, rods, extrude d .sections, etc., (3) the 
production of foils, ci'.bks, metallie powders. (4) the refining of secondary metals 
(5) tlie production of alloy.s and c;-siings. TJio manufV.e tiiiv of many items including 
inaeliiiK ry parts, utensils, lu rdwi.re etc. although cenning under anothe-r classification 
in tlu' ineln.-^lrii 1 weuld eleqx-nels fi'r the'ir raw nuiteririls on the non-forre)us ineteils 
ImUi.stry. 


n. Di-cilojumrit of the Indian .\on'f( rrous Mt-tah Industry 

important Xon-ferre>u.s Metals with which India is iimneeli.-.tely concerned 
are ('"pper, J..e'ad, Zini*. Antimony. Ahiininium, Magnesium and Tin. Of these, 
Iiuliii’s Ti‘Sour<H*s of Bi-uxite- en<\ Magnesite' are- big enough tor the' e-stablishment of 
sell'-seifbe ient basic ii (hislrics. Sin- bas ajipjve iaHe rese rves cf Ce'ppe-r Ore, and 
Lead Ore some etf whie h are being worked wliile mme at all of tin and but limited 
eiuanliiie-s of zinc. Tlie Antimoiw Hefiner\- at Rombay wliieh started eluring the 
war was basiel on tlie obtaining of or<-.s from tlie property at (‘Kittral, which has 
since r.llcn into Pakistan, 'flic Ke tinny has tlie-re fore now beee>mc lU'peudent on 
importcel ore either fr<*m Bolivia or from Burma, unless fresh }iros]U'et ilig and ex- 
])lor. .lion should revtuil otlu i w. rkablc eleposiis in the country as in the East Punjab. 
Leael proeluctiou which is l-asee! on an e'stimc.te of (i.otm tons of refined metal per 
ye ,r rn'.y .d.'O be possible of being iiurc see* with fuller ju-eispee t ing eif occurrences 
.>.u i. ..s in Ih.- C-ctitial ^e)viiu-e..s and t'entral India while' .Jaipur, Mysore and 
•SiKkini 7iia> > Icl-l :‘d<litional workable n-soum's of oeippe r n«)t ve t known. 
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sn»"i' - “i- "' 


Virgin Melale 


Nanio of the Metal 

\ 


Yonrly total domun Is 


Yearly 

Mipplios 

from 

liidij^enouH 

Industry 


K-unarks 


1. Copper 


:2, Lead 


Alutnintum 


51,000 tons. (Thi.s is lower 
than the 7(K00O tons ac- 
cepted by the ionff 
Board and is fixed having 
regard to the loss of cer- 
tain ron-suming market, 
to Imlia.i 

•»4.300 tons. (The estimate 
by the Tariff Board of 

15.000/18.000 tons hos 
been found to bo on the 

low side lino to J)''; 

pension of the imhistry.) 

20.000 tons. 


Tons 

7.000 


1.000 


-4. >4nlirnony . 


I’.oO tons . 


-6. 2inr 


4S.OOO tons. cn... 

ihiard’s estimate 

.50.t»00/00.000 tons.l 
(The above estimates do not take into n-eonnt 

CO. Semi-manu/aciurej> 

ia) Copper and .50.000 tons - 


Sii 


\earlv 44.000 tons will there 

for.'- have to J'® 
detivit. of whieh about 37.000 
tons may l>o imported in 
ingots, scrap, and wire bar-, 
i.r. as raw inctal. 

The installed yearly caE.a<ity 
of the Metal «Tf 
of IiKlia U.I.. IS about 0.000 
tons hut their pn«a -nt pro- 
duction is expected »t about 
1,000 tons. 

The ingot capacity available 
at the inom.-nl between 
tl,e two Aluminium Com- 
panies at their i^ak is 
;d.out 7.l«‘0 tons : onpabh 
‘f cxpan-sion to 1.5.000 tons 
p,.r year. I'or balance see 
under Seini-Mfrs. of .Uumi- 
nium. 

Ibe imhgcnons eapiyuty iS 

deinaml but tbe restrictive 
factor hero is the supi'l.' 
position in regard to ores. 
Sinee the loss of tiio mining 
,.ro,,erlv in fhitlraj ores 
have to bo imported from 

fully imported 




.Ml 

tons ( I ariff 

Hoard's 
j sliniate ol 
If.^ilillt tons 
has already 
b.sMi greatly 

oKceedi '*!). 


Nuthing is required to lx 
nnport.Hl except speeial size 
of plates re<!uire<l for loco- 
motive manufacture and 
printing. 


.(b) Itodn of brass 
2,‘iOO Ions ana 
Copper ineiud‘ 
ing Arsenical 
/jnd Extruded bui 
excludii^ electrO' 
lytic black copper 


/'T.-WiY Bonrd'j* 

ton« which we now b c I 

was toe high.) 


To be fuliv met from India. 
oxco{it a small peccentage 
of siM-cial .sections— the avnil- 
nbie <-apacity of the extrusion 
pr.'ss and other rolling iniUs 
must he about 0,500 ton<. 


(c) Electrolytic (20,000 tons at peak of the 

Blach copper rods two cable companies do- 

znand.) 

(d) Copper <0 Brass 
unre (♦) bare Cop^ 

per wire. . 10,000 tons 

(it) General , 2,000 tons* 


30,000 

tons 


Electric cables.V. I. a. 50 intlliou* yds. 

Winding toircs — Cot- 200 tons. 
ton insulated. 


Enomcllcd wire . 
(B.S.S.) 

Other sections of 
brass copper. 

based alloys 
(White Metals and 
Solders). 

Brass f Bronzes^ and 
castings thereof 
(excluding cast 
fttrnsils.) 


wire. Small 


1,000 tons. 


7,000 tons. 


80,000 tons 


Lead shc<te 


. 1.000 tons. 


Lead pipcf . . l.oOUtons 

Zinc fheetfi d- Strips ions. 


. I / l.dfh ffJirf ts^ 

for 

foils 


. ^ ■ iutiniam Powder 
C>X^U: 

OciU'Tfil EnginterinQ 
Itch: for cc.hles 


tf, ns. 

7;5u tons. {About 300 tons 
jnor.' of strip.s mny be» 
r.-'quiiLnl for milk-'bottlo 
foils nncl other 
rnisroManoous job.) 

500 tons for puint.s. 

sot* tor»s cn.stinire. 

2.000 tons. 

1.000 tons. 


To be fully met. from Xndi» 
o.Tcopt about 1,000 tons of 
>*pechvl sections.' Tlie capa- 
city for bare copper wire 
WHS put by tho Tariff Board 
at 24,000 tons a year and 
of commercial wires at 4,000* 
tons a year. 

Sufficient to meet full demand. 

300 There is no capacity for pi^er 

tons insulated cables and Cambrio 

Cable.s, which have to ^bo- 
imported fully. 

100 tons, that is more than is siifhcient to 
meet present demand. 

Bulk of it made in India. 

40,000 

tons. 

1,00,000 This will cover also tho melting 
tons. capacity rcqutretl for tho 

. manufacture of brass and 

copper slieots, brass and 
copper rods and brass and 
copiier wires and still leave 
a surjilus. 

The full demand exceptintf shect.s I'cquired 
m special sires for the Chemionl Industry 
j« available within the country. 

Full dcmnnil to l»o met from country’s- 
I'roduction. ^ 


i..=;oo 

tons. 

t-ns. 


Strips for baltory manufoc. 
turiiu? find s)nx?f.s for print- 
ing bloo.s to be imported. 


(I<;| r--n Imiusfry mI.mI, is fully met 

Irein Irdii.n produ.lion. Another 800 
tons c.Tine in from abroad, which should 
bax-e ;:<,ue into Choeolule wrapping, 
Cigareltn wrapping, .-le.. and part v re' 
exported to Cevlon.) ^ * 


For u.se in A.C.S.i*. I)(,„,„nd for 4 O 5? R 

M/s. Ahinunmni [mhistri.-s Ltd whila 

Ro line \rn Notionir 

Rolling Mills Ltd., ,f Alurnimiim wire 

bars am received. Ex or. at twice or 

thrice this demand, tl.o^e xmite could- 

handle tho same fully, a.s they aie 
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From the above account it will be clear that the Industry during the brief . 
that it has been in existence, has established itself well remember^ t^t it had to 
^tart mostly with improvised macliincry when import channels for the supply ot 
most metal manufactures and semi-manufactures as also of 

completelystoppedduringthewar. The Industry gives employment to about dO.fHK) 
persons, even at the leduced output at wliich it is working in certain of its braneh- 
It distributes in wages approximately Rs. 1 crore, 9 lakhs a jear. Its iiualu- 
Ible importance as a kev industry for the defence of the country w:^ felt during 
the war fine© which time the Government of India committed itself to protecting 

^nd fostering it within tlio country. 


III. Assistance Noio Available. 

The protective duties that are levied on differeut metal manufactures and semi- 
manufactures today are detailed below : — 

1. Copper and Load, copper scrap, Duty irei. 

• lead ingots, load scrap, zinc ingots 

slabs, blocks or bars and zinc sc rap. 

2. Tin.tinscrap.andlin plate scrap, Duty free. 

Nickel and Nickel scrap, Cobalt, 


Chromium, Tungsten, Magnesium, 
Mazak and Scrap of all other ^on- 
ferrous Metals and Alleys. 


U)% Ad Valorem. 

20% Ad Valorem. 
90% Ad Vuiorem. 


2. Brass ingots . • • • 

4. Zinc & Lead sheets . 

Load sheets for tea chests 
^..Yellow metal alloy, oilier than :ih% A, I Valorem. 

brass, tin*sc>liler, other white metal 
alloys type metal, Nickel alloys, 
manufactured goods such as Steam 
and Sanitary litlings. 

-6. Brass sheets . • ♦ * 

7. Tubes, Pipes & Sections of Biass 

8. Tubes, strips and sections of lead 

9. Bars hard-drawn or aiuieidled 
Electrolytic Copper wire and 

Cables A.C.S.R. 

10. Copper Sheets 


:U»% Ad Valorem. 
Ditto. 

I)itto. 

Ditto. 


11. Pipes* Tubes of Copper . 

12. Coppei rods otlier than Llec-tro- 
lytic copper rods. 

19. Rods & Wires of Brass . 

14. Electrolytic copper rods . 

15. Rubber Insulated cables . 

16. Antimony 


\,1 Vidoreiu oil Briti.'h .Mmul.e-t 
and* 90^0 Ad V.donin on Noii-Briti>h 

.M.inutavtiire.'^. 

Ditto. 

. 1-0 \' d<irem on British M iikul..eli;res 

t.-.% Ad V.dorem on Non-Briiisli 

Maniifael ures. 

Ad ViiloK in. 

•'",0 All \’''lor»'m on British Mauufactufes 
” uid* 9t>% “’1 Non-British Manufactu- 
res. 


<5 ,o- 


.>(, 0 - Valorem <luty on refined metal 
■ and* '2{t% Ad \hlorem on Crudo Anti- 

mony. 



68 


17. Alummium - . 30 % Ad Vrdorem duty plus a specific duty 

oil ingots, shoots, strips and circles. In 
the case of ingots Rs. 328/- per ton,. 
237/- per ton, and Rs. 146/- pei ton 
during the years 1949-50, 1950-51 and. 
1951-52 respectively and on sheets and 
strips and (iicJes, Rs. 121/- per ton, 
Rs. 40 per ton respectively for 1949-50 and 
1950-51 \\i.h no specific duty ot all on 
imports of sheets and strips and circles 
during 1951-52. Besides the above, the* 
Indian Aluminium Co. and the Alumi- 
nium Corporation of India Ltd. have 
been granted subsidies a.s follow.s : — 

Indian Aluminium Co. Ltd : — 

Rs. 330/- per ton on all sheets and circles of the company during 1949-60. 

Rs. 230/- per Ion. ,, ,, ,, >»' »» 1950-61.. 

Rs. 130/- per ton. ,, „ „ „ » „ 1961-62.. 


The Aluminium Corporation of India Ltd : — 

Rs. 710/- ])( ! ton on ell sheets and cirelos of the company during 1949-50.. 
R^. 010'. pet ton. „ „ „ „ „ 1950-51. 

Rs. 510/- per Inn. „ „ ,, 1951-52. 


Wl.ilo on their Ingots it would be 90(», 825. i.nd 750 rupee s per ton during the 
resj)eet ive ycais, the r: tes ot* duty sub.'?it*y i ic I'f d on the h.ndcd cost cx-duty 
of aluminium ingots lx ing Ks. 1.275,'- p* r ton and of 2(>gii{ gc ( neli s l.'cing Rs. 2,614/- 
per ton and are liable to suitable i‘dju.*itm( nts if tlie.'-e | ric(s tliould vj ry. The 
assistoTiC(“ is to be operative for three years and the subsidy is to be met out of the 
addi.ioiu 1 revenue tlnit i.s cx])rct(d to be realised fr(»m the enhance<l tlnly that will, 
be imposed on aluminium ingots, sheets, and eirdes. 


IV. Cc^mj/aralive duties in the U.iS.A. ds Australia 


The duties that arc now ))roposcd comprrc' very favourably with most (f the 
protcoiiv(^ dulit s enforeed in countrio.s like tlie U.S.A. and Au.stralia ar.d should 
by su< li staiuh.r<ls Ix' regi.ided as being low. The rivt».s of duty in the U.S. accord- 
ing to tlie Tariff Aet t>f 1930 an<l the Tra.de Agreements woilci d out for eopper to 
nearly 2 cents jxr Ih. whih the eorre.spomling d.ulir-s on lead range from 3/4 cent per 
lb. in tlic metal to a.bout 1-1/8 cent a lb., (ui items like slnx-ts. Besides tlie above, 
lh«“ Unit< d St ’.tes usiu ll\- ha.s been ]jroteetir-g the meti 1 industry by the levy of an 
e-veise lax cf 1 cents a. lb. on cO[)p(r — nducttlto 2 c<mi1s a. lb. by tJie Geneva Trade . 
.•Vgreemeuts a.rd wl.i h i.s liowever now .susjjo! (l<‘d until June 1950. Simila.rly tho 
duty on Le <1 Oie, i ntra.tes a.iid Pig Le: d h s been susj;erded a.s also the duty on 
Alnini.LiuTn, .Magnesium a.r.d Zijic strap as \\ilJ as Zinc dios.s and skimmings until 
June 30, 1950. I)ui in-.i t}i<- w. i i.r. from August 12. 19-H to the elo.se of Wivr, Ameri- 
can Copper prices uere pegged by the Guvirnmeut at 12 eeut.^ \x r lb. dtlivered Con- 
n<-eiieut V; llev with eo.-t | lus eontraet,> i rrangul for all j veduct rs uiia.ble to meet 
this piice. Oil felrtury, 1942 tin' pn luiiim j 1; n was ina.ugurati d. under which 
(plot .s were set for v; i ion - j iodiu < r.-- : n<l 5 <-( nts p< i- 11). !-(hle<J to the 12 cents for all 
[)roduet ion exi er Una' t]ie (plot-. ihr«»UL'li a Oo^^ remt ui a-L'enev known as the Metals 
Comnany. Loti r an :uhli«i <u .! pn-mimn < f 15 (( oLs jKr lb. was added to 
1 h-‘ SJH .llof uiin''^. I*" ‘Oir-. 11 n '.uh ot siuh measures ha < lieeu tha.t ttie- coiling 
for 1 1 r pi iet -. V. III. i, ii . i '< • I. ; 1 12 een.ts pal lb. but t lu- a\ eia-gc' price jiaid to 
1 lu'' ■luii,i^- {P42-)5 ...ri'd m (>--■ e.-si\ ^ i\ fj- ,m 12 25 rents per lb. to 13-75 
‘ . .its 1 « r 5b. Thr t 3'\ mii ni duniiu th* w. r also mp troll, d. the proeuremont of 
Ii' ■ .1 iron- . liroa.d p ‘a uij .ip. <.ltth-ii,-n''r.s bitwei n tip- »• iiin.: prire lixed within the 
^ i. iV tilt i n uiH'iiv oun i)urrl\*;s<‘ pmci*. 



Alo.>gsUl. of tho A«.tnlmn 

very moderate on met; 1 it( m^. . ^ 1 ^.. in, Kin Ti i iff Hoard in iis r. i,<.rt 

itemspr- Vblcm m Ai’slr. lia liHS liiu j. • j ■ ^ that rrj>on 

on the Non-h.rous ^l.U Is ^ t hi r- ! 'F .Kff in Auslr-li. are spe. i- 

agc.in deti.ilcd here. Most el th ^ ^ ^ ,.y 

fie duties except iiw". hu t Hse^ ynlornn ehnRv. I'o.- inslaiue, ii, tli« nx' r.f 

even more than twice ( f the Im'ian T riff Schedule >^ 

paper or Ci’.mbnc evd.lf s i ^ ^ ^ , ,, 

^ a ^uty duty a .. 



in India. 


V. An uu,na„.of„. 

TUe a..t,>neo nva,.aMe to t>,e ‘';:i^rri' 

the nature of facilities for ,rs,;„nol, the supply of raw maU-nala 

from Governmout ^ „„ ,i,e factories iliiriiii; the war peri.H 

fixed rates, the, plaiiumgot Got eriii ^ ^^^ the elosiire of import 

and the natural protection « ‘ 'l [ i„,trv lias derive, 1 from the .UUiea 

channels. The actual I,, i,.o corree.ly a.ssesse.l yet, lor tie- nil- 

which have been impost d IS 1 ,.,.^1 , ictioiis on liei'iisiiig ol inaiiiifactiin s 

pcs tion of Si.eli duties '•‘'.‘'’‘f ' "'‘'<:„;;:',Ua,ioi,s of loieigii exeliaiigtv Fiirther. 
and scmi-mamilaetuie.s ^ , ^,„n.|iii,.,l the oxisimg position by the eon- 

in most cases the I’™*"'*!' , ..itei tive. -Vs agaill.st this must be kept ni- 

version of the revenue dntus i I ^ ^ n.amifietiires an, 1 semi- 

view tl.o fact that during ' ^J^Lin tli,- ease of a company like the In li.an 

manufactures were a ways 1 " , ,,,,^1,1 price aiiil naturally deprive. 

Copper Corporation these "‘ ,,, i,.,..„ able t,i hiiild up iii cose tic ir 

the Corporation ol reserves " “ ' ,p|,.. i,„|,orl ot plant and cpiipinents 

production had been sohl a ^ ,vorke,l to dull Ik «> per cent. ,. 

pre-war priee,s has '"■"•"y 1 ps ,-oiiip,dilive powei initiation to lor, -cm 
Industry and to some c^tud .dhc , i„st;dlc 1 thorn at pro-war pnoos. Uit 

manuiaoturors who lua 1 purohasod l| ■ • j,, ,ai tliose ca-so.s 

roo^unmendation which was ni. ■ . the country tor tlio purposo ot 

:b?s " * “■ ' 

be brought 'll Iho iuluio. 

C . • lio.i of the development of the metal industry ho 

Having given a hriet des.-nptu o\ Voteeted today it is appropriate 

♦V V in the country nrul inatiiu i ^liriM lions in which the I'antT I ohey 

to focuss the atte'ntkn. <'f "fbi'ioit „t tho imlnstry s re.piiroinents an,l cx- 

pectations. , ion by the Tariff I!oar,l an,l the imple- 

Fundamentally, the nietlio, " „,,J,n„,en,lations by the Govornnient 

,„) Mcllcd of "‘""la ' " .iilVei.'iit from the policy ol diserlniinat- 

by the Ho,.r,l im' lev,' "ot |,y the previous 

action by iho Governincn proliiti eonsklereil view of my 

s::bE 

and the closure of import chaiint ts 


■balance assisted the industry more substantially during th^e years of its 
origin and g^o^vth than the halting policy of protection chalked out so far. 
For instance, wth a better appreciation of the importance of the industry in the 
•defence of the coimtry and its usefulness to other industries as the supplier 
of materials necessary for their up>keep and maintenance, the recommendations 
■of the Tariff Board to allow duty-free import of capital equipments and machinery 
should have been immediately implemented. It is also appropriate to record 
here that although the Tariff Board submitted its reports to the Government 
on the different sections of the Non-ferrous Metals Industry on the 
6th of October, 1946, it was not until 11-6-1948 that the Government of India 
announced their decision on this report. The Government notification implement- 
ing these diities was issued still later. The period of protection which had been 
indicated to be covered by this^ Board was a three year perio<l ending with the 31st 
March, 1960, so that as things shaped by the end of March, 1950, the duties would 
have been in force for loss than a year and a half. In the same manner, the case 
of the aluminium industry for protection was reported upon by tho Tariff Board 
on the 20th June, 1946 ; but the Govenmicnt’.s decision on the report was not avail- 
able until the latter half of May, 1949. This shows that the sense of urgency 
which is necessary in the examining of cases for protection and the taking of execu- 
tive action on tho recommendations of the Board was not present in deciding on 
these cases -Ntithout which the necessary atmosphere for large-scale industrial de- 
velopment of the country could not bo created. Similarly, while interpretation 
of conditions attached to the grant of protection have no doubt been somewhat 
more liberal in the case of the interim Tariff Board appointed after the last war, 
it has also in its work been functioning to a large extent in the same spirit as ani- 
mated the previous Tariff Boards in the country. It is the view’ of the Committee 
of tho Association that although watchfulness will be' necessary on the side of the 
executive to make sure that protection granted to the Industry is fiill^' utilised by 
it for its future development, the grant of protection itself should bo adequate 
and liberal in all cases where there is a prima facie need for protection. In fact 
in such cases, it would he necessary to protect tlie industries straightaway and to 
conduct a more detailed enquiry only in ea«c the measure of protection extended 
should be recarded by the industry as insufii<ient. The conditions for the grant of 
protection lilcc tho.se wliioh recjuiie tliat the industry' should he established and 
eondtuled on sound husinos'< lines, tlmt haA'inc regard to natural or economic nd- 
A antngo or its actual or proh,d.!i- it is likely to dovclopo in a reasonable time 
'UilM'itnt to be sc!f-.-uj i <‘rf io-', i iid tliat it is an iiKliistry which it is desirable in 
the national intciast l(' giant ].Ti l» < tun or tliat tlie probable cost of such protection 
V, ill rot l e ON’* I c. M ill c:in> the ti. Ils (jf the jireviou.s Fiscal policy wldch aimed 
at lit, ding a ju'-i ificat 'on to keej) tlio iiuiustrial development of tho country in a 
rii .'•t.tgu. What is rcf'uirtd instcarl is an imecjuivocnl assurance that in the 
wiii : ' . t ^ ol' lui ; I - • < ;dc in.'ii'-lnali'^alion of llte country any new indu.stn,’ which is 
iiapo:ti nt to tlic luitiuj!;:) economy would be luotected straightaway and to a '^enor- 
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they are to be sTartett at aii. ih ■ ouiming up o{ iiulustriul Kesearch Institutes and 
.Stalu?li« al Institutes must d-o l.u a part of the policy of assistance to industries in 

thoJuturc. Tho half-heart'-.l • hat. wter of protection extended even to tho metal 

indu'^tric.s of tho country in.^y i)e made clear by a reference to the great amount of 

iissions that took place d tlie tneetings of tho Tariff Board on tho question 

■ ti,. S.;mnda;.-.v .niuslry (alloy and ingot making, utilising sorap 

. „r,.no£) m Ji.d.aslumld be piotoctcdornot and the subsequent docBion of 
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..e Government that a tohen duty » 

sufficient for the ereat^s^re bv^ refindinji of scrap, as a 

industrially advanced ^oun^^es lay g ^ ^t measures of 

of conserving metal supplies. A country even the modest recommen 

extended for the Aluminium Industry i ® ^ ^ by the Government. This was 

"of the Tariff Board were ''„\i;;Xlndlstrv by the Tariff Board m 

r,t th; 

^smsii 

S f Sliiisif S;f 

are'increasingh’ discounting tlie ''.‘'"^‘‘forter all industries that arc po,ssible 

are course would be to foster , 

iliiiS^= 

■ ; -rh the Tariff Policy adopted toward^ the -N on-ferroa., 

VII. D.>crbo«.s m ,,„,i.<fadory 

■ > fh-,t should uiKlerline the poUey of the 

“r tiw FlsSrpl^ t^^t r:..- w^w in 

?i‘ous'andCr«,.’ir6.uents. ^ co.tnectiou is the u.ethod of i>rotit 

The first in jnM-ett -ce _w toh ocu «*«-";i'tS;re'''tir.nct^^ of 

- cast. 

^ ""t ’;? ;^.d 1: foi^o-d ;;; the&.;eni 

^r:?&figeu„us ir\:'‘Vr tniiiurv^- 

cost of production i on the working capital. I h . ^ of piofluctioii 

the block been arbitrary. It '!"* "l^outimt but arrived at soincfning 

ssiii- =3=S” "1 » xsitis:. 

be a reasoiu'-hlc » i i 

18 M. of Com. 
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the protective measures were being formulated, having regard to possible improve- 
ments in the installations of machinery, technological advances etc. generaUy the 
expansion of capacity for production. Tlie average thus arrived at on two such 
figures, themselves hypothetical, was necessarily bound to be not the cost of pro- 
duction at a given moment. , In doing this, the Board pre-judged the issue which 
it had been called upon to adjudicate. In other words, even if the cost of production 
of what was admitted to be an economic unit under given conditions was wgher 
than world parities through some rough and ready re(^oiiing it was decided 
the cost should not be above a stated figure even at the output mentioned. Un 
this basis, the measure of protection which may be allowed was decided upon. 

In the case of the Aluminium Industry the Tariff Board departed from its 
previous practice of allowing 10% on the block and 4% on the working capital 
merely for the reason that the total invested capital m the industry was huge and 
that at the rate thev had sanctioned for other industries the protective duties may 
have to be very high. This is in contrast to the obser\-ation8 of the Board the 
case of the Antimony ludustri* where they felt that a profit of 10% on the gross block 
and 4 % on the working capital could not be considered excessive in the conditions 
existing, with the investment involved and the liigh charges of mcome-tex and 
company .tax prevailing. Tliey, therefore, allowed the profits on the cost of pro- 
duction as ascertained by manufacturing charges, cost of raw materials etc. In 
the final, the figure assumed bv them would have yielded only 2J% on the invested 
capital v’hich they considered sliould satisfy the industry during the period it was 
struggling to establish itself. 

A policy of tlus nature cannot be conducive to promoting new; investments in 
heavy industries requiring substantial outlay. Besides, depreciation must be 
allow'ed at the rej)lacement cost of the plant in such cases and not at its original 
value. A rate of 2i% on the invested capital it has been pointed out to us, is 
much less than the rate charge! by even the Reconstruction Finance Corporation 
from industrial concerns. 

Tlie rates of subsidy and the specific duty recommended by them were subs- 
tantially revised bv the Government of India after a further enquiry by a Technical 
Committee with the result that tlio iiroteotiou today to the Aluminium Industry 
is in some directions even les.s than wiiich had been available to it under the Stop 
Gap Pool Arrangements. Further, by the delay that ensued between the recom- 
mendations of the Board and the announcement of the Government’s decision 
thereon, many of the costing figures accepted by the Board became even more 
inivp])roj)riato as in the meantime tlie Alumina Plant of one of the companies had 
come into production upsetting tlie Aluminium cost worked out by the Board and 
freight charges, tlie cost of liydro^'lectrie power and the cost of labour had sub- 
stantially increased. Tlii.'< emphasises, in the view' of the Committee of the Asso- 
ciation, an important aspect of the Tariff Board’s working in the recent past. The 
establi.shment of heavy industries like the Aluminium Lidustry which requires 
.substantial investment funds would not be facilitated under an arrangement wliere 
the. Govermnent are not able to offer more than 2 J% return on the block capital 
invested and wliicli too remains on jiaper. It is quite likely that during tlie period 
i)f protection the tw»i conqianies would both incur substantial losses. In the case 
of the Iron & St<*el Iadustr\- which is an equally big heavy industry involving 
considerable iiwestment, the Tariff Board had aliow’ed 8% on the block capital. 
'J’lie rate allowed to the aluminium industry, has it is considered, had a direct bear* 
ing on the .slow progn\ss ami the gradual failure of the National Aluminium Company 
» third venture wliich waa promoted under Government bitssings and wliieh is now 
porbaps again to bo resuscitated b}’ the Govermnent, The Tariff Board’s scheme 
Ilf protection to tlie Aluminium Industry w’as based on a specific duty and subsidy 
on the Ingot production. Tins was essentially sound, in as much as it aimed a*t 
fostering the basic ingotting industry in India as the first in importance in the 
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X“Sis-for\he”Sral teudcuoy would be to invest in rollin, nulls and n.,t on 
reduction works. 

In the compilation of 

the factories in India arc nuich sn . ,„pkini< with a smelter, or rollme ca|iaeity of 

Canada, or Switzerland whu^ arc workmtt'd^^^^^^ f eom- 

hundreds of thousanr^ „ratioii the aluniiniuni eomiiaitirs or the Lead Cor)iora- 

panies like the Copper C»tporatioi , th ^1 counterparts 

Ln would be considered fraet 01 a al _ ^ 


.H. „,.nn« “Si" t‘ ,=,s “ ,r s 

lend themselves freely t where one and the same factory would normall) be 

castings manufactuimg section wl^je^on oond.t.ons he 

indigenous industry. 

* int in resoect of which the Association would Kke to make 
A second important point m rej^e wliich the reconimenda- 

somt coim g^jjjrd have been acted upon 

(b) Instances where Gov- tions „ ^ There are many instances where 

erninent act.on on the by the Go^ ernm \ either- been completely 

s:;r.rs.2e -uTr-ir, .«.« ,„s 

instance, the Tarilf Board had poscd,^,n the «..e^^ .rdiust the duty autm 
,i) Automatic adjustment fi° umsassuni Ju.Uho Rq«^ tl.roush- 

value could not, on P^ooiljjo, ^o 

(ii) Exemption from im- explained, that be 

Industry of war origin which had nearly 3lHI 

nient and that the cost of new ‘ recommendation would be im])lcnu'nted 

figures, it was expected that the abo delaved for a very long 

without reserve. However, a d«^s ^ remit hull the 

time and was not available un 1 respect of all ec,uipincnts imported 

duties in force on such f^r retrospective efteet being gnen to 

into the country in the . j Kad been landed in the country m the 

this in respect of plant Industrv was deprived of the advantage, oidy 

meantime wp.s allowed so tlia Board was considered and decided 

because this reconiinendation ot tn coutra.^t to the pnvetice 

upon liter considerable to our notice that a OovcTixment 

of other countries Even ’ ^Howed completely duty free import of cement 

nu:;ifiner'^"rnf"tt“;^^^^^^^^ enable local and foreign capital being invested 


iin this Industry and the same being developed in a speedy manner. In some casefi, 

as in t^ie instance of tlie manufacture of zinc ana l^a 
sheets, the Tariff Board recommended the reduction 

(c) Cases where Revenue even the existing Revenue duty from 30% to 20% 
.duties on Manufacture were ^^-en though there was not much of Unexpressed demand 

for this from the consuming industry, and thereby 
surrendered considerable revenue merely on the ground 
that production in India was not yet on a large scale, indie this could have been 
considered a valid reason for maintaining the duty as it was, the view that the Bo^d 
took is difficult to be uiideistood, especially because the Revenue duty o* 30 /o 
imposed for revenue considerations had not been pointed out to be as serious dis- 
ability bv the industries using these sheets tliemselves. In the same manner, the 
Governnient have sometimes been ignoring certain recommendations made by 

(d) Dmw.h-.c k of duty on Board from the point of view of fo<=Bitatfng f^^e 

Aluminium rods for the -Uu- development as m the case of recommendations which 
minium indxLstries Ltd. they made that a rebate should bo allow'ed in excess ol 
refused. tlie*30% duty on the rods imported by the Aluminium 

Industries Ltd. — a oom]>any then only ]>eing set up — for the manufactme of alu- 
minium cahlcs. The Government luld that this concession need not be extended 
then and that Aluminium Industries should approach the Government when 
established for any sueli concession when their case could be considered, on 
•merits’'. 


Kven in re.'<jM‘ot of the measures recommended by tlie Board, the decisions 

, . .. of tlie Government have not always been without reseive. 

of tlie Basic AJuminium Indu.stry the 
for the Aluminium Iiulustry Tariff Board recommende<l assistance by a specine tluty 
nnil jis enforced by the Gov- and a subsidy. 'Phe Govenuiient after considerable 
ernment. consideration of this Report ajipointod a fuiiher Techni- 

cal Coininitt<‘e to examine the recommendations and then decided that the industry 
should he protected by an ad vnlon m duty of 3(1% and a specific duty and a rate 
of sul)*'i(l,;*’ widt h were considerably less than th.e rates recommended by tlie Tariff 
Boar<l. By the time that these rhcisioi's were readied, the jx'riod of jirotection 
for whii h th«“ Tariff Board's proposals hail been framed namely the years, 104C — 49 
had already lajtsed and u. modified measuie of assistance was made effective only 
fr<ur. the middle of Ma\ 1049. rli-tailetl statement showing the difference between 
tlie a.ssi^tanc(> whiili Mould be available to tliese two companies under the Pt>ol, 
the «)rii'ina.l i< comiiiendations of the liulian Tariff Board anti wluit is now actually 
avi’iIa-b)o uiuU r tlie (bivrmnient’s doc-isif n is enclosed. Tliis w’ould be a sufficient 
tfstimony t«» ti’o t.- et that in its a.ttcmiit to reduce tlie buulen on tlie consumer, 
the GoMTi'meiii lia\f cut flown the measure <»f assistance to the bare need thereby 
quitting it in a \ <Ty aren't diftic ulty fi>r tJic- existing eonijiany to eurr^- out its pro- 
gramim s. It wfudd havt* been apjirojiriate for the Gtnerninent to liavc considered 
in this connection that till hiLOu-r cost of tlie aluminium companies in relation to 
their for.iep rivals is to large extent due to the unbalanced plants they have 
liad to I ut up nniler tli • str ss cif war, often under '-;instant pressure from tlie Govern- 
ment to do SH. In tlie case of tin Indian Aluminium Company, for instance, the 
Bollh'g .Mill was tin- to be yuit up ; then tlie Reduction Plant at a site consider- 
alily «’istaut from the rolling' mill .-.i •! lastly the Alumina Plant. Tlie working 
ol tlie rediK tion ) laut to its lull <-epaeity is ni/t possible owing to the restrictions <if 
powi r su|>i ly w till the r. Mjit that the Alumina Plniil al.so has tt) be kept at a 
eonsidi'iiiblv riHlnred output. Iii tlie ease of the Corporation, while the ahuiiiua 
e!i I'C U_\' is a lioni tt.( ton t * a s t lu' redm t ii ui I'apaeity i.s,onIv 2. tit it i. Wliiie they liave 
not vt srzeal.le rolliiiL' eapaeity tliiw are also n.'-iiig eost!\' thermal power wliieli 
iuereases tin- cost, ««} r*-duetion. Ag'uinst an estimated cost of 1 aiiiia per unit of 
[.oucr. ilir I OM at cost iP.w of j.uwer to them is about S j.s. per K.W. The import- 
itiit j cii't that ari'cs Iroiu tliese is that wliile tlie tVi-tors whicli i onlributcs to 
t.ieii highei e« .>-1 "1 production a.gainst the foreign riva.lslias been set <.*ff against 
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the two companies, no allowance has been made in view of the fact that m the t ry 
nature of the demand made on them by the Government 'i'*"',*'? ^7 

plants could not have been more balanced or eeononuc. In-stea d 

Llations made by the Tariff Board have resulted in depriving thlshe;ae > industry 

of its ability to fLstoll possible rate wars and dumping from "Vf ' ^ 

countries like Canada, the U.S.A., Germany, Switzerland and .Japan. L\cn the 

cost of imported Alumina assumed by the Board in their Report has been reiu.ered 
Wely Z^listic while tbe cost of labour, power and transport has increased 
demo^trably in common with many other industries of the country. 


(f) Proposal for the 
setting up of an Aluminium 
Development Board. 


In recounting the number of recommendations wliere even the modest 
in recounting n^emlations of the Tariff Board were l»y.passed by the 

Government, mention must be made of the proposal 
which the Board had made in regar«l to the Aluminium 
Industry for the- formation of an Alumininm Deveh.p. 
ment Fund, out of the balances anticipated from the 
yield of the duty after paying the sulisidy to tlir two 
1 Tivaa rn^*.^nment held that it was not necessary to coiv<titnte 

r'ld thtt very little indeed could lie done at tlie Government s inltiatn e. 


Tn the method of working out tlie details of siilisidy, it is understood that tlie 
Inthe mcinoaii f. • ^ j,; being paid on the total .sales and imt on their 

( ) Payment of subsidy „.,.„„n.uded by the Board.. This 

on sales. , . . i .vvit frnin one year’s production into iMiotlier 

naturally implies |,,te than ‘speeitird. It ha.« bee,, the ex- 

would be receiving the p„„l s funeti.uiiui: that there was 

peiieuce of the for the Pool and the Ih.d dis, osal. Yet 

,.^...,b.rahle time lag reeommen.<latioii made hy the Tanft H-e.rd was 

the reclassification of metal items lu the Cust.uns 1 anff 
Schedule under an appropriate mam heading s.. tliat 
there would not be eluiueos for the duties that are 
],reseribed to be eircuinvented. Lxeeutive action m 
teen held up or not considered neeessj’.ry rt al with the 

eite., r.re coming in at a lower late 


1 

considerable time lag 

(h) Reclassification of 
Metal Items in the Indian 
Customs Tariff Schedule. 


respect of this has eitlier been held. 
result that items like yalves, 


result that items like v^/ves ca k.. a.. . v. ^ 

of (luty declared as machimy^^^^ nietal is not obtaining the benefit 

lytic manganese which s - classified as manufaetur< d. maternl. In tiie 

of the duty free import ‘2^, _ bfiiupurt of sera], into the country tor even tliouL'h 

same maiuier there are dimcul definition regard.ini: scrap results 

scrap imi.ort:^ are ■ ..o ..^c import.sl as s<Tap being not allowe.l f. he 

in rejections am rmsht-s wli I which the indu.sTry might oth.nwne 

cleared. In tins is .lenied.. The id.ea of I.uil iing up a 

get under the Board s j-toekiiile has similaily been leeoinmended 

hv tlu" Board. It becomes important to an iiulnstry 
Iv'huse raw me.teriels lie .seatteied out ol Imha and wliose 
chanees of sui.plv in the event of war m u be jeopardis- 
1 The Pniteil States even thouirh she is the Inggest 

n’l f ,b, <e materials has nevertheless been buildn g up 

pimlucer and the consumer oi j.s hi th the biggest i.irdueer 

an appreciable stockpile. > . i„ the world the V .S.A. sets the pace to world 

and the biggest consumei of n . ^ important to liave a i.roper 

metal pru'es.^ ^ u mildT r«if"gi.arci «»iTgvuoy. 


(i) Bulding up 
Btraiegic etockpilo. 


of a 


06 

oMerV auposa. 

S.JL tm elU“nd1isoXrif and his fl^uentr «P^et 

the Indian market especially so in new 

factnre like rods, bars, and other sections of brap and copper. T’*'* 
stocks held bv the War Assets Administration m America rrere taken ot 
: 3 trate,i;ic stockpile to facilitate the working of the Magnesium Company th . 


VTCI. No safeguard dumping 

The assistance so far extended to the Metal Industry in the country has been 

il the m‘t ml of things be sulijects for a long drawm out and exhaustive tariff en- 
quiry, 

IX. Need for quota restrictions in regard to imports 

There arc also instances wlu-re quota restrictions niay be neces«»ry as in the 
case of Ica.l sheets. In the case of lead sheets most of the^ consumers would be 
able to df» verv well witli 3' wide sheets of indigenous manufactiire. In spite of 
th^sc f n at T imported into the country they could prejudice he md.genous 

m mu'fac-nu-e^ as most ofthe.se are utilised in small quantities by the consumer to 
whom the iirico itself would not be a major consideration. Similarly in the cose of 
tlien is suffi.-ient capacity in the country and a total import restriction 
wouhl he neeessarv. Further, the expansion of the capacity that has taken place 
in i-ountries like Canada. Switzerland. Japan and Germany for metal.s like alumi- 
nium in-ke it \ erv j.rnl.ahle that they may attempt to off-load lu India materials 
aJ cost <.r lc>s than cost only for the hicility <.f providing additional tonnage to 

their 


X, Kff<rt.'< of an m-conceiird Naihraif Nate policy on protected mdvsirie.^ 

\n uufa\ourahle railway rate structure can certainly deprive tlie industry 
of muuv advautaLn's whii-li it may otherwise derive from measures of carefully 
formul/itcd asd>tauce. Ocncrallv. the drastic revision of rates involving the abo- 
litionofmauy coucc^su.nal rates reemitly has raised the freight hurden on the metal 
iiKlustrv Al.out J t.ais <.f ore are necessary for the production of one ton ol refined 
met.il in aluminium, ('alculated on the basis of total raw materials, it will l>e 9 
t.) in tcn*^. If. tle n-forc, the haulage of the ore or other raw materials becomes 
cosiIn , tlo' < ‘>st '■! pnMl.uriion "f the metal would neees.«arily be affected. 

rnd* r the <bd Fool Systom, ahuniuium ingots were delivered F.O.R. desti- 
nation. fr -iebts l.. in'.' met from the Pool Account. As between the rates iti force 
for aliimiiiinm iojot- b.d- rr I l-is and later with effect from that date, it is found 
tiial liom al.oin IN. '.I'.io as p r ton of aluminium ingot produced by the Aluminium 
( \n p'tr.ition it r- — • t o a-b(»iit Pi-<. I iMl- 1.5-0 per ton for delivery at Bombay. Sirai- 
larlv. even on bauxite tlie eharges have ituTcased. 'Flie cost of the bauxite at 
Smelter \v i- tak« u bv the 'r.irifi' Board at al»out Us. Jo pei ton ; but since the revised 
r.U< s ha\ '• eoinc into fnee tin* ore to tlie Corporation at its site costs between Rs. 18 
per t on i ' ' IN. :2n per t'm. Between the 1st of Jamiary, 1 948, and the 1st «.>f October, 
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1948, the rates for Bauxite rose for the Corporatiou from as. 4 ps « ^ 

5 us •’ wr Maimd over and above the as. 2 surcharge per rnpw, the burden Ironi w hn n 
also cJriespoiSglv incre.vsed. The railway administration to whom thm matter 
■was renreseuted held that the increase merely represented the absorption of th 

this instance. 

this basis the comparative ^ freight revision in India and in the 

able to make these figure? up to date :— 


Freight hi pies per ton iniF. 


India 


Canada 


Aluminium Ingots 

Aluminium sheets & circles . . • • • 

Bauxite 

Alumina 

Petrolium coke . • • • * 

Pitch 

The freight rates paid Ity the Aluminium Corporation todiiy are ■— 

Freight in pies per ton nuk 


11 

5-5 

1 

1 

4 

n 


2-9 

:i-5 

4 

2-i) 

4(i 


Aluminium Ingots 
Aluminium sheets & circles 

Bauxite 
Petrolium coke 


25 

25*9 Pitch. 20-f> 
9-3 
4 6 


lu regard to the Lead ‘f Snudurat 

xates catne to light. It mile.^it cost only Rs. 45 per 

Phanbad for smelting— a di. ti concentrates to be moved lor one ton of 

ton of refined metal brought to Dhanbud it would 

metal. If. however It were J\vbile on principle tlie finislu d material 

distribute its output. protection to the anti- 

In the first enquiry transport charges by rail alone worked out 

^onv industry d was again ‘ ' ‘,i, transport along with nu‘thods of transport 

manuthetunng char- 

Tlie instances which 

|^li:^Sii!^aml\:iSc^dcd by means of duties, subsidies etc. 
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•044 to 

•066 

anna per K.W.H. 

■044 to 

•066 

do. 

-044 to 

•066 

do. 

About 

•154 

do. 

About 

•20 

do. 


XT. ImpoHance of the supply of cheap electric pcuer in the development of 

Sfeiallurgical Industries 

The supply of cheap electric power has come to be an important 
any policy of industrial deyelopment. The reason for ^ 

Indian Aluminium Compaivv’s reduction plant so far away 

their rolling mill was merely the ayailability of electric power in the So^h. It 
becomes imperative therefore that large hydro-electric schemes 

contemplated ere given the first priority. The following table gnes some relative 
idea of power costs in the world : — (All hydro-electric). 

Canada 
Norway 
l^weden 

Travancore State 
Damodar Valley (Estimated) 

XII. Tariff Board's Method of ascertaining the cost of production of the 

foreign manufacturer unsati'^fffctory 

Yet anothiT eoii.si,kTatiuu in regard to whieli th- Tariff enquiry as now c onducted 
mav not be satisfactory is in tlie method that is followed for ascertaining the 
ctysi of omduction of the foreign manufacturer and the landed cost of imported 
materials As is well known, it has not been possible in most eases to a.scertain the 
cost <d production abroad. The Tariff Board invariably had to be working out siune 
hvpotlictical figures from tlie available <|in*tation8 for imported materials by mak- 
iiu' suitable atljustments for insurance, freight, maiuifacturer s profit ao.d otlier 
itiuns. Tlie Agent's Coinmissioii iK»rmally remains an un<lisch.).sed entity and there 
is no metliod of makimi sure that tliese are not su<'h as to permit of imiiorts cutting 
thn>ugh tlic higliest of tariff duties by effecting stmie sizeable economics therem. 
Wliilc appreciating the difticiiltics which tlic Tariff Board were faced with in esti- 
mating su<li cost of production, it becomes nevertheless imperative to attempt in 
future" to have a fairlv reliabhf idea of tlie mamifactmer's eo.st in the competing 
countries. It wtniM also be worthwliile to stiuly in such eases if any kind of 
export bounty is operative in these places. 

XIU. Importance of the stcondary Metal Industry 

In view of tin* comparative elieapne.ss of imiiorteil brass ingots in India it 
was eontendeil that ii'.gots aiul serai>s sJuuild he ilut}' Irie. Tlie fact that the (pies- 
tiou. JUS to whether thi* seeondjiry metal industry was necessarily a branch of the 
Non-ferrous Metals Iiulustry was debated by the Binird, show.s the Boaril.’s res- 
tricted angle of approach to a most important subject. The secoiuhiry "Metal 
Imlustrv is \ital to a metal poor e<>untry and sluuild be fostered. Its raw material 
t») scra|i. its pnaluct ingots, and the two subjects should not be confused. 

XIV. Xefd to .iuffj/iard against inO rnafional carhls (I7id conibinatioiis 


Any ]ioHc\' of I.ielustri;il I)ev<*lopment that is pursued should provide adecpiate 
sjifcgujirds Jigainst the «'pcnvtiouof eoinbinJitions ami cartels which may bo existing 
abroad Jind v'hicli woul'l reinforce tlie competitive power of tlu’ foreign manufac- 
turers. In the prc-wai- divys there was ji pmverful lautel operating in Aluminium 
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eountries together ouly 1 millioo to.«, 

r 'tx 

in'^Iiidia would have serious difficulties. 

la regard to copper, the main supplier «f “MM’" ' 

Development Co of “‘"Jj'. ^aXfrmn Khode.sia the C. K. 
has often, meant that iii the m Upwhore would have first prioritv. Since 

and the U. K. bv the Govenunent of t'lie U. S. 

the commencement of . jc .itockpHe thev have acquired— espeemlly 

and the U. K. for purposes of their regulating the activities of the 

the V. S. Government-jvery 1 largest producer and the 

world metol markets. ;„enh exercises eontndling poweiv over the 

SrZhranf N:rXu''?u:: "X to set the pace for world quota, tons .n 

metals. . . , , , r 

This reached indeed such a^ak a“l>l'e to'influcucc tiu 

;“ce: tt^tridXerluft^o t:^hc producers to keep their prhes pegged 

to a level approved by them, ;,nv,-,xa,io,u.l certel 

In the case of Copper, upto Januarj^l 3 , _ ^ 

of most of the copper export with elimination of middle men, the preventing of 
producers concerned professedl> Restrictions oii output were removed 

manipulation and the the condition that if prices should fall 

iu I0:n when prices Com.er prices since then have risen .strikingly 

these restrictions ma> thev have had hetweeu the middle of March 

except the very \Ve do not therefore k.u.w if an arrange- 

and the middle natter of lead also the V. S. pn-dueers in 

ment like this exists nou. lu " ' re-ulate output l.ut tlds cartel was 

iy:U did arrange to cut that the Internatiomil Ziixc Syiidicute was 

short lived ; it was ^ ^ ‘ jtio,, „f this too is imt kn«)wn but in view of 

functioning even later. The presen i . they niav imt perhai>s be imme- 

the relatively whi. h started with the bless- 

diately operative. The ^ f e.umtries and has been lunetummg smee 

ings of the Ooveriimeut, ol <1“ 1 i„ereasiugl.v eoueerue.' with alb.si- 

isl Cartel <« V‘''°T Vf-Tf V as “ >- r-trie. The Conmutteo 



■ ’’"'".rXl of cartels and P -1 ^ai^emnUs 

— XXXXXXXy- 'X'bccoiu^ ;'X'Xr mw‘r;eHX: Xtld^fiy 

Ukc the m'etal iudiustp- ; “tX';.',X.e the eimtrol of the p.oductioii of eirgm 

the country have to be ‘"'P— . n,.eessarilv set a limit ou both the qu.iutity 

metals thriiugh Cartel Orpms^^^ ^ ,vhieh the same could 

of materials that would be i ,,|so set against the protected industry ot 

be purchased. More . ‘,ver of maiiv interimtioiial orgaiii.satioiis 

the country, the at a imieli bigger financial investments 

of the metal industry winch au ' \ H ^b.feut to a large extent 

Xd more up-to-date ineasi es lliat may be iiiiplellienteil in tlie 

the effective strength oi any iirottetnr 

country. 

XV. ImporUo^c of Measure. 

a 1 : wi,.«trv while tariff assistance lias necessarily 
veryX:^ ^^ven more desirable toriii of asls. 



tauco would, be the mitiatiou of measures intended to make the country self-suffi- 
• cient or nearly self-sufficient in regard to its supplies of virgin metals, the installa- 
tion of equipments, the organisation of statistical research, and the carrying out of 
technological studies and vocational training. The steps recommended by the- 
Non-ferrous Metals Industries Panel like the formation of a Metals and Minerals 
Development Board with powers to discuss and decide policies pertaining to de- 
velopment, the export of minerals, the grant of protection and assistance, freight 
rates, determination of methods by wliich large industries like the Aluminium or 
Slagnesium industry could be developed in the country, formulUion or enforcement 
of a proper stores purchase jjolicy by the Government — these have largely remained 
on paper. In fact it is not known what action the Government decided upon in 
regard to the report whicli wjts submitted by the Panel. It would be too unreason- 
able to expect that an industry like the Magi\esium industry, for instance, could be 
started and develtiped in the country without the industrial climate as such being 
made favourable. The present consumption of mignesium in the country is limi- 
ted — in fact cpiite infinitesimal, alongside of the consumption of largely industrialised 
countries like the U. S. and Carvida — and Government policy must be concerned 
primarily with the d'*velopment of demand of -magnesium, indicating to the pros- 
pective manufacturers as to what ty|>es and what inteasity of demand the Govern- 
ment itself could guar.intee and generally trying to see that Indio .slowly develops 
metals industries in regard to which she has amj)Ie resources, trulj' and well. Ac- 
tion on these lines l>y pilot ]>lant experiment, propaganda, etc., has not been, so far 
contemplated. 


X.VI. Nee.d for (Jo-ordinut 'ion hrtu'e»ni Policy and Executive action 

Similarly, tlie acti^>n of the Executive s*unetimes frustrates the effect of })ro- 
tectij»n as in a case which was brought to our notice wliere imported Masonite for 
Bus b(MUes was prefeiTed to aluminium despite advantages of cheapness, durability, 
storage value and heat re.sistance property of tlie latter and <les[>ite the fact that 
import c*f the former from the V. S. A. involved dollar exchange. 


XVII. 1 ndi(--<trtf .s udiic.h may have to be protected even thrjiiijh they may remain 

uneconomic for lonij 

Another feature iiulustrial (levelc)pment which must engage the attention 
oi tin* t’oinmis.Kttui in formulating a proper Fi.scal Pf)licy is that (*ertain ])rojects 
like an EKH-trolytic coppe^r ri'finery, or a tin smelter may not be considered economic 


om the 
that the 
amounts 


by accepted standards fur cjuite a long time and i>erhaps for ever. But fr 
deten»-e point of view, these are mc)st important national projects ; so it is t 
U. S. speiuls through tlie KecoiiNtruetlon Finance Gorporatifin v(*rv large amount 
on lier Texas Tin Smelter w)iii-h depends on Bolivian Ores ; that the Argentine is 
jmtting up h'T own tin smeller and that the low grade and alreadv worked out 
Cortush .Mines .d thc- it Britain aia* kept alive though the prices of ‘the Malayan 
].rodur.‘rs would he v.-ry much c4unpt‘titivc. The N<m-ferron.s Metals Industries 
l^uiel estimated in )!»4U tint thc‘ eost of pla.nt ami ecpiipmcnt for a refinery and 
]tlunt (or )»rodn< tion of eleetn. lytic copper of a capacity of l(t.t)IM) tons )>er vear 
would he Ks, Mi -tT.tmo. At tlic present level of i)rlce, this may lie even more. 
A scheme like this ma\ hi-ve therefore tt) lie protected bv a ilutv or a subsidy for a 
<-..it-tderal>le time to .•onn- but with so min-h of sera]) arisings iii and around Itidia 
the blister rn,,|„T juail.-l.l- in Afti-.-ai .'ountiies and the good will amoim the 
<-onn1ries of l la- Asmt m bl.,,- that she part icul.-rly has. there shouhl not be reason- 
ably any ditlieiilty in le.-dme Mi.-h a n finery. This would, not. !iowev«-r, bv normal 
stamhrds M the l.nitf },o.nls iv.-konin^ and in the li«Jit of the guidin-- directives 
anl down fo, the w<.rkm.^ of ,h.. Tariff Boanl. i.c e<.nsi.l..,v<l an economic proposi- 
tion. .\ bold iUid ac-tne i.olicy <>t. developim-ut would therefore be needed here 
and in.-re tanfl cncjuny woul.l be of xny littk- us,-. The remarks of the recent 
Ann, -.Inn I anff f ommi<Mon that it would be ne.-cssary to saddle the community 
VI.., rin.ineul protc-tive burden if con.sidored ne.-..ssarv in the national interest 
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is the clue for an industrially inAhods of assistance to the 

c"K m*-, ... 

“"S- - 5 - • " 

from the Congo while nearly 50, o <»* tin i 

Sxdustry of this kind to be set-going. 

r> i r.T/>ti nf the Governtnf:iit uHrf C'owjx^O'Ooti from 
^7:Jm7nZ£ or L.mn,,ni.cMi JaCone. 

' A different aspect °f 5^-' "Tref P^nelwsrpX”' il'c "‘"''’''."Vu.s 

Interim Vriff Board liave as far as possible from indipenons 

departments of the G°«rnment should be a to be the Inp^st 

wm mlet (tvhieh is t^e ,m. on the 

the private mdustry to the Gmernnu and maintenance. Hu orO 

to h^iiulle defence requirements the Hindustan Aireratt whu'h 

Bjssz. ;i? .Sf e HB=:s i 

r^i.?rsoum‘r*'The^n^^ of virgin market, so that tire 

SrKds ’rr a-"— .; -3 «» "« -•' """‘“” 

genous sources would also l 
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India which would grow more and more confident of acquiring adequate virgin 
metals stocks in the country, with the certainty of having one regular bulk purchaser,, 
at least. It would be an invaluable assistance therefore to the indigenous industry 
that the demands of the Government are invariably covered from Indian sources. 
Without this, even tariff assistance would not be greatly helpful. 

In the future development of the Industry it is also important to take into account 
the possibilities of export to the nearby countries. Items like bars, rods, tubes, 
and other sections of brass and copper as also of brass and copper sheets, strips, 
and circles; different alloys and castings etc., are already being produced in the- 
country to an extent which would warrant export The development of an export 
market would also enable the industry to produce a bigger output, and thus to bring 
down its own cost of production. 

Certain types of scraps which may not be utilised in the coun-vry should also be 
possible of being exported. This will in turn develop the metal market in India so 
that India would draw into it not merely metal that would be sufficient for her own. 
use but also to cater to some of the requirements of the neighbouring countries. 

XIX. Gov€rnme.ni policy in regard to dhj.ctah 

The unregulated lUsposal of vast quantities of manufactures and semi-manu- 
factures from GovernmetU's surplus stocks has already affected the development 
of the industry in its lUffereut sections. It may be recalled that one of the recom- 
mendations of the Tariff Board was that the pace of disposal of these surplus stocks 
should be so regulated that pro<luction of the indigenous industry would not })e 
interfered witli to any exteiU. All the same, in practice, disposals have been made 
merely with a view toobtaininu revenue to the Government an<l■^^•ith the intention 
of off-loading t’.ie raaiifactures and semi-manufactures held in stock by the Govern- 
ment . 


An instance <)f this kiml ^^•hieh may be particularly mentioned here is that of 
extrufled rods, bars, tul)es. pipes and other sections of brass and copper. There is only 
one company in India, nutnely the Xational Pipes and Tubes Co. Ltd., which has 
been put up for siieli extrusion work at fairly high investment of capital. This 
company untbrtunately lame into produetioi\ at a time when the stocks available 
with the Gc)vernment hatl begun to be liepiulated and there were further surpluses 
being deelareil in adjacent countries. Such materials have been often selling 
at a price not sufticiei\t even to cover the raw metal price alone with the result that 
it lias not been possible for the National Pipes and Tubes Co. Ltd., to organise 
their own production in an economic manner. It is <loubtful if they would indeed 
he able to do so tor a »-on<iderable time ahead in case such <lisposals continue. It 
ha<l been suggested by us. that the Government of India sliould not tlLspose of these 
surplus materials at pvice> which were lower than the prices of the National 
Pifjcs & 'I'ulies Co. Ltd. This, it was felt, was the minimum necessary to 
unable the company to or'ianvse their lu'oduetion ami without which the tariff 
asyi.staiue tliat is available nou would not serve much use. The Government 
houcMT, have held that the only way for the National Pqies & Tubes Co. Ltd., 
woulil be to purchase the materials advertised for disposal, themselves, wliicli would 
not he a ieasihle pro}>(>situui for the company in view <»f the heavy tiuuncial commit- 
ments it w ouhl involve. J his proposition has heon considered very earefullv by 
the Committee i*t the A><«Kiation who have ciune to the l onclusiou that under th© 
circumstances the onl\ praeticahlc step wtmUl \>e for the Government to 
take over these siuiiliise> to a strategic stoikpile keeping them ofl' from the 
market in the same maiuu-r as has been done in America about the entire 
magnesium stocks re, idered MU-i.lus at the elose of the war. While a measure- 
ol Uii.s kind may not be pr.n tu-uble as a rule, it is thought thar in exceptional instances 
Suc.i as now brought to there should not he any hesitation in follow mr this- 
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poUcy-the more so as the materials jnto the stoc^ " TX“‘at™aC 

XX Vecd for rationalisation of the demand of Gomrmnent or Quasi-Goiernment 
^ ^ consumers 

rrsriS 

.able too, to take . tubes etc. used by the Indian railways do cover 

instance the extruded bars, r , > ^ would be quite uneconomic for one 

such a multiplicity of producinji each as and when 

extrusion press as :t,.a tota? demand available would not warrant 

required. At the same '“q^le Sity which the foreign manufac- 

the putting up of more ^ _ niarket with which they have lonp and depcnd- 

turers have, of catering to - ^ , . , enables them to specialise m a great 

able business connections ai adequate demand lor each, 

number of sizes and sections ’ r The installation of an cxtru.-ion 

is not available to the I«;^'f"Xand the plant is enabled to engage its 

press in India has been > > standard items, its production may take 1 ng 

full capacity by concentrating ^ f i^es and guages of items consumed by 

to be economic. Thus the imperative necessity 

the Railways or other limited by the standards of other 

when the total demand ' tmning on the basis of an export market would 

■countries, the capital requi *,Frnnid industrial development. The Association 

be huge and India one item of manufacture wliere 

had put up proposals in^his rcg. 1 J Southern Group ot the Ua- 

we considered it most ji ‘.g intimated agreement to certain of our 

tionalisation Committee of tbt ■ ‘ - of the Association would like to stress 

proposals. The idea which .^”‘T;l,,^"lemand itself in India of the bulk con- 
Lre is that without Je^ts standardisation of production and tlie 

sumers like the Government ® production woul.l not he possible 

attaining of ‘--f “'y—' '^•fin.teuia^ Jlevelopnu.nt. 
in the present stage of tlie coun . 

XXI. Participation of forri.jn technical skill and finance 

The participation of foreign fir, n. 

sary even financial 'f''®®*-'’;”''*: " i°t‘ ..Ll to rest etfeetive control ami inunagemcnt 
as they are governe.l by , in.iian tecimical personnel. I he thinger 

in Indian hands, and to full} ' ,,g„inst vvltom Indian industries are 

however, is real that fo-'S" ‘"j 'f r'a’nitsSn India and take advantage of 
protectcrl may tlius set co-npete with Indian-owned or 

tlie Indian consumer oi th • • P ^,^5^ ,1,,^,, „„t jeepardise tlie country s eco- 

Indian-maniiged industries ,,„ie„ce of our go vernmeiit or ol o»r 

nomy or politicivl status hj ,^.,’i.,i„i,ihed materials for processing or lilghly 

nomy on these for supply " ,;„i„..ti„u, the policy of allowing foreign capital 

specialised capital «l';'I'"'.‘''’‘^ f"yl..wed In .\usttalia. may will, suitahle luodihea- 
to invest in tlie country re. . s 1 „-|,i,_,,,h. technical and specialised industry 

tions lie useful to us. fu .;,v,ti.ui would be an advantage, witlim limits. Act- 

astlie metal P“'/ our industrial schemes sponsored by our Govern- 

uallv an important drawback of oi production of consumer goods as 

men^ts is that they are concerno ^j.^tcrials for the industry and that they there- 
diflerent from cainhd Lmhistrialise l countries of the West. Never- 



thelesa in an inter-dependent world economy this cannot be totally or even largely 
avoided. The emphasis should therefore* be to build up such relations as far as 
possible with countries whose political relations with India in the measurable 
future ahead and in view of present associations and past traditions^ may be depended 
upon to be cordial. 

XXII. Summary outline of the future Fiscal Policy 

The Committee trust that the foregoine: would have conveyed to the Commission 
the broad outlines of the industrial policy which they have in view to facilitate 
development generally and the progress of the metal industry in particular. The 
protracted deliberations of the Tariff Board at its hearings in 1946 to decide on a 
simple issue if the secondary metal industr}’- was an industry at all ; the appoint- 
ment of a Technical Committee by the Government of India after the Tariff 
Board had reported to go through its report on Aluininuim and the watering down 
of measures suggested therein, the unwillingness of the Government to admit thfr 
need for off-setting duties ; the slowness to co-ordinate different policies of the 
several Govermnent departments ; all these and several other factors emphasize 
the halting and the indecisive type of policy followed so far in regard to industrial 
development. In regard to the metal industry the policy must in future be aimed 
at : — 


(а) facilitating the inflow’ of as much virgin metals and scrap into the country 

as possible without endangering the indigenous production of either 
^’i^gin metals or secondary ingots ; 

(б) emphasising on the ingotting branch of the industry as the base of axx 

integrated non-ferrous metal industry and linking it up with other 
fabricating sections of the industry in such a manner, that the differ- 
ent sections among them would grow into a single whole ; 

(c) discouraging the imports of manufactures and semi-manufactures into 

the country while encouraging those of materials like magnesium not 
made here with a view to creating a market which may come in handy 
for an industry to start. In this connection a Central Development 
Board could do propaganda and enable the popularising of the use of 
such light metals ; 

(d) tlie building up of a strategic stockpile of metals and concentrates we are 

deficient in and w'hicli couUl come in handy during times of an inter- 
national emergency and also long period scarcity in metals in the 
international market to feed the industry ; 



inviting fresh capital in high-risk industries or projects like the Alumin- 
ium Indu.stry, the Magnesium Industry, Copper Refinery. Tin Refinery 
etc For this various methmls shall have to be tried, the Aluminium Co. 
of Canada which owns and operates the largest intesraterl plant was 
allowecl a special tlepreciation to the extent of 40% of its production 
costs, to write off the value of tlie plant. The actual cost of production 
ptT lb. of aluminium ingot in 1942. it is reported, was 11-09 cents- 
(inclusive of depreciation) but they were allowed a special depreciation 
of 5-44 cents a lb. and the metal sold to the U. K. at 21 cents a lb. 
f.f.. double tl)e cost of production realising about 22®<^ of profit from 
.sales and writing off also the value of the plant. Bcsitles these tho 
War Assets Corporatam of the V. 8. Government lea.scd out the -Uu- 
mm.u.n PbnUs biult by it fluring the war at nominal returns or sold 
tiu-m at prices as low as 2.5o,, of the oriuinal costs. Canada, the U.K. 

or Japan have adoiitofl various polieie.s of subsidising their aluminium 
iiulustries : 



eneourajiinL' the prospertinfr and exploitation of mineral and metal 
deposits and mtensilynn; re-seareli, teelmical studies, -ocational train- 
ing an.l statistical compilation at Government initintivfv • 
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(3) enforcing of protection for a period that would be sufficiently long and 
not as passing as a three year period. 

XXm. /mport dutiesy anUidy and pooling 

The Association do not consider it necessary to discuss the comparative merits 
of import duties, subsidies, or pool arrangements as one or the other or several of 
these Wether may have to be adopted accordmg to the requirements ot each ca^. 
For instance, if the Copper price in future should fall production 
a small percentage of what the country needs, may have to be fully subsidi^d. 
Fooling however being in the nature of a stop gap arrangement not based on estab- 
Shed^cSc principles and depending on the judgment and ass^mei^t 
S those who admWter the Pool cannot give the assurance and stabihty that are 
needed to foster industrial development. We do not favour this at all. 

For an underdeveloped country like India quantitat^e restrictions are neces^jy 
as already pointed out because of the massive output of foreign finns, the unknow n 
Mrcentage^of Commission allowed to agents by forei^ manufacturers, 

Igainst fndigenous products despite the quality of these bemg fully satisfactory 

It is the earnest hope of the Association’s Committee that aspects of the industry 
which have been conveW to you here would enable the Commissiw to appreciate 
The req^ements Fiscal PoUcy in the country. Th^ ^.^mn 

shall in due course depute its representatives to tender evidence 
iffissioD— preferably during its visit to Bombay— m case it is considered that 

may be of some advantage. 


HlaU wtil showitKj Ihr Btnffih availahle lo th^ two Companies under the Pool Sijstem from hi of March. J946 to 15th May 194q 
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No. 4. 
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Charge alU>.ed ur^er the Pool, the Tariff BoariS Recommer^tians and 

the present Arrangewent, 


The conversion charge ""f*" ‘'’'er^ton atCT^f'was'^raisIdTo as“"o 

during 1947-48. It worked out to Ks. 1 ,190 per ton. Later it was ra 

ps. 3 per pound or Rs. 1 ,43r> per ton for sheets of 20 guage. , 

Against this the Tariff Board’s own 100^07*^®^ 

less although the pool prices Mere based o these proposals a conversion 

Accounts Officers of the Supply DepartmenL ^nder the^ P ^P^ 

charge of as. 4 per pound was allowed woAing p • circles as on 

tlic Board’s recommendations to keep the same i u j n sheets and 

ingots and therefore to keep a fair selling price / f " 

cities, this conversion charge would have risen to Rs. 8o0 per ton. 

The proposals now implemented also fall short Jrcles Tv 

available under the Pool arrangements. The landed cost of 20 guage 

be taken at : — 


Rs 

per ton. 


L;inde<l cost Ev*duty 
T)educt landing charge 
C. T.F. Piice 
30®/;, Ad ^'alo^eln duty 
Specific duty 
Landing charge , 
Total 


2,615 

20 

2,595 

778.2 

121 

20 

3,514*2 


Subsidy to the Corporation 


710 


TOTAL 


4,224.2 per ton 


Similarlv the 
of Ks. 1.275 per 


landed cost Ex-duty of imported ahmiinium ingots on 
ton Mould be : — 


the 


basis 


l.andcd Cost Ex-duty . 
T)oduct Landing Charge 
C. I. F. Price 

Add 30®/„ Ad Valorem duty . 
Specific duty 
Add Landing Charge 
Landed cost inclusive of duty 
Subsidy to the Corporation . 


1,275 per ton 
20 
1,265 
376.6 
328 
20 

1 ,979 . 6 
900 


U'otal 


2,879.5 
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Tf 1 911 *7 per ton representing 

Thus the roUiug charge allowed mil ^ F ^ 

til e difference between the ingot P „ 4 224-2 per ton. Against this 

Ind "ee of 20 guage ej-^^-rking and R. 

would be less on account of the 

Hs£»-»= 

Rs. 1,917 per ton. ^dh the lU „ ^ j ^i^is very 

f S? 

„ T„m, ;"*'rX»" » ■"■"*■ "" “•’ 

4. p„,«., , ,a ssr, *””-t “rain 5 

Wssm^mm 

Action for one of the con,panwB^w^ l-^luct -orUs 

“^Vi oV.^;^?^: agairf^f rc&Tthl ^nlff 

B:^t i::^trrtlr^t»^^ St 

Whde the Government aecepte 1 the ass ^„„,iaer R neces- 
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Before the Pool terminated it ie understood that the Corporation had offered 
about Rs. 3,200 per ton in respect of production from the Ist July, 1948 to the 14th 
of May, 1949. According to the new arrangement they would be getting only 
Rs. 2,879*5 per ton *.e., Rs. 320-5 per ton less than what they were getting under 
the Pool. 

It is thus clear that the benefits available today would not even be to the extent 
that they were available when the Pool functioned. 


INDIAN CHE 


III 


CAL MANUFACTURERS ASSOCIATION 


The Chemical and Pharmaceutical Industry occupies a uixique position in the 
economic life of all the countries of the world and the heavy chemical industry in 
particular is described as a key industry, a.s several other industries are dependent 
on its products. In India, establishment, dining the war, of the chemical indus> 
try is of great national importance. 

Before the last war, the chemical industry was hardly in existence in this country 
and the pharmaceutical industry* had just made beginnings. The question of pro- 
tection, therefore, under the lecommendation of the previous Fiscal Commission 
did not arise. In the year 1929 liowever, the Tariff Board examined the claims of 
the industry as a result of wliich the Magnesium Chloride induslrj* got protection. 
The Tariff Board no doubt e.xjjresscd the opinion that the chemical industry is of 
.supreme national importance to the country and that it would be impossible for 
them to refuse the claims for protection of the industry on which so many luUional 
interests arc dependent. 


Tlie last war, liowever, offered tremendous impetus to the chemical industry. 
It establislied on the one hand the sevoie .shortcomings of the industry and pointed 
out on the other the immense scope for tl«*velopment in those fields, which liad so 
long been neglec ted by their not getting llie necessary encouragement fr< m the Gov* 
en)inent. T) e industr}' was culled upon in tlus period to supply the requirements 
of war and also iho domestic needs of the country. Tlie heavy ciieniical industry 
Wivs tlius started on an organised scale and met with exemplary success 
\silhin tlu ir limited re.s<»urees. 'I’he production of drugs and medicines reached 
an efli' iiint, level and met effectively nearly 70 per cent of the war time requirements. 
All the.sr developments w«re jH)Ssible only because of an artifieial protection that 
the industry received by tlie virtual stoppage of imports from abroad. The post 
war perioa his fourui the imlustrv to-tlay in the difficult position of having to compete 
against imported prodmls of wvll-organised foreign concerns ivith their 
vast liiiiUK iai vavi ‘'‘chnieal lesourcos. Tlu* policy cf jiroteetion has, however, to 
he con>id retl from ;i long term view and the indu.'.try has to be assisted to expand 
furih'v in .several basic lines for which tlie present piodiietion is very inadequate. 
'I’he pi e-^ei t fis .'d mnpiiri lias, therefore, to lake note of the rapid groii’th of the 
industry, part ii uh'.rly, during tlie last decade. 


iiitlii 


It w. s expeetcil tliat in tlie post war jieriod, tluU is after 1945 tlie chemical 
-^liy would take heavy strides us the eountrv would be self- 
-ahk-i nt in respect of almost all ehemic'ds and jiliannaeeid ieals that were re- 
rnfortuiiately, luosever, owing to several diffienlties not only did the 
: aln. nn n-.t make any ilevelopnicnt , hut on (lie other luind iiroductiou luul to be 
anrmiled in lines. 'I’lie guatest ditiieulty that the industry experienced 

was HI r-r. rd to imiiorts were till recently being allowed bv the Government 

•,. rv lin. rally. Ihes.- unregulated imports naiurallv caused a tremendous set- 
),aek o. dm iiKliistry. 1 pl.ms ni soda ash, lor examj-le, were to be closed on 
M-it ..1 .‘xce.ssive imports during the year 1948-49. Similar was the 
•ie ! ..n uracturers ol photograj»hie eliernieals, caustic soda, etc. 

■t'o a .ertain extent the pre.sent financial stringeuey and lack of confidence in 
in\. i.!'. pubne .. e idso lespoiisihle lor the nuii-development of tliis industry.. 


ease with 
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5 3s ,9 Sira 

the following general principles for the purpose of protect on 

labour and large home market. 

rdevX“t'Iu ?r r; nrfikdy’\td:vCsorp.d^^^^ 

desirable in the interest of the country. 

(3) The industry must be one which would eventualiy be able to face world 
competition without protection. 

conditions should not be apphed strictly. 

... -i. .. industry in the national economy of the country 

and ^eSr^ advantages Idm^tbe availabUity ~ ^ - 

which should be taken into consideratmn by 

are imported as 

make up the deficiency m production. r * 

+ ff u.nnhl not be an equitable measure of protection 

(2) Mere protective tar^ ehemicab ^Pools of indigenous and foreign pro- 

for several heavy “''e™ ^ , .^hich are not yet produce^ 

^utdentiri^^ meefthrerunt requirements should be estabUsbed. 

(3) Protection should bo given to the industry on an equ. table basrs, where - 

P rtion iTst tVven ‘at Walt for a period of 10 years to e.mhie the 
^'“rn^fL^em to^oonroUdate their positions. 

r I T» fri»i<T)»t and reclassification in the goods tarift oi 

(4) is also raw materials required for their manu- 

Spelneducod rates for coal and coke simu.d apply to the chemical 

<5) Imp"uTy on raw materials should he such .rs to enable manufacture 

^ chemicals on an economic les el. , , i_ • *. • 

^ ^ , 1 1 ment of the industry facilities should be given to im- 

(6) For rap.d f°‘.„ the cheapest source. 

port raw ma - imnorting chemical apparatus and 

(7) Full facUitics shouM ho giv equipments imported for re- 

machmery irom . 

search purposes s ou < scientific training and research. 

<8) Governinent 

and other ^ and chemi- 

/9) Complete removal of all n stncnoi i 

cals to foreign ^^^^,ion measures in aU parU of the 

(10) Uniformity of excise and tl ^vincLal taxes have boon found to 

r“r"serioX aiTocSi Uds i'ndustry particularly and have thereby 

^U^ited their competitive capacity. 
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pharmaceutical industries. . 

Site - 

financial assistance. 

SiCSinSi .1,. l,::r;'™.n“.ta. m wu. t«.». ...h p.,™™ 

jGovemment CotitpftHion . — 

It should conipktelv .-top where private enterpriss is already in the line The 
continued n.nnnta^^turo and. sta.ulard preparations by tho Government Medical 
Stores and other Covernment Institutions should be discontinued. 


KHOJ PARISHAD, CALCUTTA 

I. .( Critho of oi/r Current Fiscal Policij. 

rrctection has eonu- to slay in this country. The relevant question now 
is how it sh«.ul<l he or^tani/A-d so that the objectives of rapid industrialization and 
fnih r eiiiployinc'ut eitn Ijc^ reedized at the smallest cost to tlie community. 

'I'iil tiMW our nrtkeetive p<tliey has heeu characterised by two features : (a) 

tlieiv has lu eii t.n uUn of ov.-rell drveloi inent of the country to provide a framework 
of i 4 f» r< lu o for individual measures of protection : irotcetive duties liave been 
iintfo.sod and I’evised in relation to siujile industries as and when ])uhlic pressures has 
made its. If etVertive. (/>) Sc'cmllv. the ;<p(in'aeh to the probleiin>f industrialization 
has hiM ix ni-eative. M'e have been impressed by tl e cost of ea.eh aet of pn tection 
and our elui f emua rn hes heeu to limit proleetimi to the minimum. 

'I'he m t result of our Tiseal l*<»liey has leen a kir.dof ir.disi rirninidingly dis- 
eriminate prote. lien. Our larifT B.iard.s not examiiu d the scope for the deve- 

loi.meut of the ee.ui.omy e.nd seh-etdl. tlu- industries to l e proteeted. accordingly, 
lliev h.i.M- hern, .i.sked. to senitinize the | <»t .‘lit ii: 1 it ii s of irdic ideal industries and 
suggest inea.siucs (»f ju-oti-eliou lor lliem. '1 luy !!a\e in eonse.jueiu e. concentrated 
(»n till’ iutirni) eroe.iiui. s whi'h are iidnrei't in the gr.iwtK ol single' industries 
and eoiuplitih o\erlook«d the>e wider economies that the sinudtaueous and co- 
ordinal, cl grov. ill of a s. j ks <d’ iedusti it s inaki s a \ .•■.ilahle to each, ar.d all. For each 
c>iU5 of a series of lul. r-n l ite.l, io.d.usiri. - proi iih s a inark. t f. r the gooils ol others 
ancl tlu ir in-./r.Unatcil <l. \. lo) in* ni makis possible .''U inereasieg ilivi.sion of labour 
wide li reducis the Cost ol <;» i', ;ial .d). Spuiliejllv tl.e ;:ggr» g.'.le Ci>st ol develop- 
ing a s(‘ries <d mduslrus A, Ih t'. 1> .‘•iniuli. neousls is lik.ly to be less than 

till* sum total of till* e.jst of de\ . lopin- thi iu oiu“ by one o\er tinu-. 
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T,u» piecemeal handlmg of and’ negative attitude towards protctive tar, if 

meXrv measures referred to m Soet.on. ^ and not to .-.oy oue 

Ttl^m^eir ■"''^' '' ’'“ 

"of an ov^mil Pl"n tf mdustrialise the country -. and 


lion among " .„i.. industrv viz. iron aim oi. w, - 

o.t'rw,dlV tl^cVlcmont of monopoly is the strongest 

The protected imlustries, it is ;™;;^;":;’i,I;riu.n'e'^ ''’i'e 

Boards J and when which have been hm".cr„! p.l-l 

bilities. IKcir at, ami the (M.l. piut^ i . . ^ lurifds 


these factoi-8 our protect lotu^t- i . 

it need h=--vc been. 



l>Un.niiig - 

IT r/tiiital Fonmtion. -.w, ,ltf. i»rotectiojiist issues m terni>> oi 

^ ' ! . i«iihpratelv refu ined from posing ! . j j sliort run 

<— 

that such a confl . i^dustiialization. _ _ , ^ 


total capital Kupp*> 
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borrowing. Tlie U. K. and U. S. S. R. are two exceptions.^ In the XJ. K. however 
the industrial revolution had been preceded by a commercial revolution based on 
foreign trade and it is the amassed savings of those who had been engaged in foreign 
trade that provided the capital for the former. In the U. S. S. R. the current standard 
of life of the people has been deliberately depressed to provide savings for capital 
development. 

For us the choice is obvious. For Iiistorieal reasons, the English precedent 
cannot be repeiited by us while the Russian example is more than wo can follow 
beyotid a short distance. We have to rely on foreign borrowing and onr domestic 
Sitvings. But the prospects of foreign borrowing are not bright for us. Even 
assunuiig that the U. S., the only foreign lender on a large scale, decides on a systema- 
tic programme of foreign investment we ore likely to be somewhere near the bottom 
of the list of receipieiits of American Aid. Given the current shape of international 
polities, it is only after Western Europe has been rehabilitated and the development 
n'*eds of the African Colonies of Western European Countries met and the middle 
east bought over, that we may receive American assistance in substantial quantities. 
We must tluT<*.fore rely largely oii our internal saving.s for the supply of capitals to 
our industries. 

Capital formation requires both saving and conversion of saving into instru- 
mentul goixls either by direct production at home and/or through purchose from 
abroach Tliere is a widely publicised opinion tode.y that this process of capital 
formation lias come to a stop or even reversed in tins country in recent months. 
The (piiesccut state of our .stock markets is cited as an index of this idienonienoii, 
while high direct taxation and transfer »)f income to the rural population are given 
as major <^xpl.malions. 


Trie rel itioii betweon the state of the Stock Market, even of the new stock mar- 
ket and th<‘ riit<‘ of capitsl formation is indirect and loose, and there are more plaus- 
il)lo cxplanatitiiis of th<* .state of our stock market in terms of recent and current 
monetary situations. Hie ri.se of stock values in recent years has been in large part, 
8pi-cul iti\i', and iuflm'iiced in great measure by the opportunities for effortles.® 
prolit making tli.it inflation had created. The process had to come to an end as the 
inflationary tempo .'flowed down and to the extent thut the swelling of share values 
h d lii-'Mi ]mrely speculitt ive, a collapse of old stock piiees was inevitable. This 
in its turn and has acted as a ilamper on the market for new stocks. There are 
b' sid' --. tei-hnii’a) obstacles to the extension of investment in the shape of shortage 
of hupo. t«*d eapit.d goods and of auxiliii^- means of production at home. Finally, 
il would bo irit«Tosting to investigate to the extent to wliich capital formation has 
tikcn pi le:* outside the stock markets. 


'Diosi- .irgutnonts, however, relate to the factors that interefcie with the conver- 
ei'Mi o! savings into investments ; they do not seek to aiuswcr the other contention, 
viz lliai tlicn- are not enough savings to he converted into invgstments. The f<um- 
t.iin le ad of capital form ition, it is saiil, is drying up as a icsult of the rich getting 
poorer and the poor gettting rleher in tliis country. In particular the income of the 
noii-savitig riir.d <-lisses is allegial to have iiuTcascd at the expcn.se of the saving 
urban conunuidt i‘'s. 


1' i-. K-'t p.'S'i' i - to 1 xarniu'- «'outrnrions thoroughly in tlie absence of 

prop*’!' .'t at i-.t i'.;] il.'.t . t’' rti'iri fuil im.itc ibuji'ts ma^■, howcviT, be raised regard- 

ing Heir validity, lu ih*‘ fir.-i pt.o c, hiu'h- r taxition u.mnI n(»t come in the way of 
capital tormaiion it (,p) -iatt‘ use< tic extra revenue for iiwcstinent and (b) the 
iiventive i»f the entn pn-n. ir U nut adxar.sely alTe.-teiL 'Hie Governiiicnt of India 
has, imh'cd bei^i friglitciual b', .••ha tive propagamla to .-urtail its eepilal jirogramme 
an 1 it is obviousls' squaiuh’rinir a part of its extra iucom<* oi\ mirrent expenditure. 
But !’.ll this is not inevitable. X'T his any body heard of <iiir big entreprenours 
taking long Iclidays because of jii-la-r dirert taxation. And whatever might bo 
happening today when the upward na .v<-im‘!it of j.rices has slowed down and the 
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opportunities of large proBts retrained, we have recently passed tlirough a long 
period of high inflation during which savings accumulated m large quantities. 
A significant* proportion of taxable income has evaded taxation and constitutes 
a large investible fund. That this large saved income should not be available for 
actual investment is an index of the efficiency of our governmental organization and 
of the morality of our business community which is alleged to be responsible for 
large scale tax evasion. For all we know— we may have enough savings atleast 
for our short period requirements ; it is of course extremely regret vble th \t th se 
ehouhl not bo fully available to the community for inves ment. 

Let us now turn to the ah ^ transfer of income from the urban saving cKsscs 
to rural non-saving classes in country in recent years. A roug.a ind‘'x of changes 
in the relative incomes of different classes of producers in a conimvinity is provu ed 
by the relative movements r .v ^ mdices of their outputs and of their prices. 
ween 1939-40 and 1945-46. ? '^eral index of agricultural production in the Iivlian 
Union moved down from 9(1^24^(1934-35 to 1938-39=100) to 92 08, whil" the index 
of harvest prices of princi , tl^o Indian Provinces moved uji from 1 1 - m 

,1939-40 (1938-39 = 100) ^^*333 ^947-48. (287 in 194,5-46). On the other limd 

nf in - * 1 /ii n 111' 


,1939-40 (1938-39 = 100) _ ‘333 *1947-48. (287 in luw-4o;. .. . 

the interim index n^(i,_,strial productmn (unadjusted) [^om I - 

(1937 = 100) to 102*4 i ,vas ct rtainly higher in 1948, while " 

f -.ctured articles ro_ lOo m 1939 to 346 in 1948. These figures su;.g 


7 in 103!) 
of mami- 

.,ctured articles ro^^oO Tlwse figures 

■jf there was any from the uroan to the n.r,. communrnes ,n tln» 

country it must extremely m^ignincant orcl r. 

It IS irrelevant in this connection Mo fac^ that 

elsewhere, have paid off then ^ income prosper at the 

debtors fare better than creditors, a < ] - tlie transfer of in<-ome tlirougii 

Simt" debit e«^ 

B-iving section of the rural commuiut\. of canital fonn vti'Mi in 

We should, therefore, look for ,sfrr of income to the rural 

this country than cither higdi direct taxaU^^ prepared foran iucreas- 

population. Indeed as a 'n‘.’'l''''!\“'™'Tve-nment as both an instrument lor the 

ing roliance on .“‘’"‘‘“ptnland a source of revemH' foi tlie expansion of public 

.eduction of oconomici icquahtii s ai ■ f,„. yem.s depressed and 

enterprise. The meomo of the ^ „„id,t.oP,s nf ovcr. ll shortage of loo.l 

»nv attempt to cut it down in thr 1""' , 'f, ^,^„,<,r 

and agricultural raw matori'.ls may -i _ ;„.rumul.ition of 

The Indian economy must ,„„rees can. in tin- .vlme of timeis, 

savings and the formdion of capi .ih an extension ot t ie public 

lie in an increase of cfficioncy in t . ,.„mpetitn<- elli ueney must m 

future prov.de an incro ■-sing proportion ol th. t II. 

required for our economic development. 


. 

♦ xru...l luswcrs to the Commission h qu -stio- 
Thifl is not an attempt to give entegon . . ^.ertuin matter.s whicli arc ro- 

nnairc. Only an effort has erally. and to the B)mt.ay cotton 

levant to the Indian cotton textile ^ to wliat e.xtent the protcc- 

toxtilo industry in particular. It w ^ ,(,4,; i„,.lusivc. is directly responsi- 

tion enjoyed by the industry m the penoil 1^^^ liowever, be stated in 

ble for the industry’s present , iti„n of the industry today is more duo 

general terms that the improvecl financial po.siu 

to war conditions than tariff. t,. tho industry was not immcdialcly 

2. It is common knowledge timt pro indu.stry. namely, yarn, was 

available when asked for. Then, o ^ . industry’s manufactures, namely, cloth, 

protect(Ml, leaving the major soction 
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unprotected. WTien at latt a small measure of protection was conferred also on th& 
weaving section of the industry, certain other extraneous factors came into existeneq^ 
wliidi neutralised the effect of that protection. Here, the reference is to the depre- 
ciation which took place in the Japane e and Chinese currencies which gave an enop!* 
mous fillip to those two countries in their export trade with India. When at last^ 
counter-measures were taken, India in common with the rest of the world, entered 
into a prolonged trade depression accompanied by financial stringency and dro^ 
in commodity prices. This made things difficult for the industry in consolida^ 
ting and strengthening its position behind the tariff wall, and practically till the^ 
commencement cf tlie World War, it was ijnpossible for the industry to make any 
substantial improvement so far as its financial position was concerned. It is un- 
ncoe.s.sary to enter into what happened after the commencement of the^wnr, but 
it is true that the war gave an enormous filhp to the Indian cotton textile industry, 
and helped it to impreve its financial position. While the protective tariff might 
have Ijelped to keep the ijidu.stry alive in the immediate pre-war period, it was the 
World War II which really helped it to strengthen its financial position. 


.3. It siiould not, however, be understood that the industry’s present financial 
position is everything that could be desired, but if should be pointed out that most 
of tlie profits made by the industry in the war period were draine^l off by Government 
in the form of taxation. It is an admitted fact tluit during the war and immediately 
llioreafter the industry was working practically to deatli. All major repairs and 
ovorlinuling, which necessitated a shut down of some of the machines wore postponed 
to avoid drop in ]jrofluction. and also on the ground that tlie neces-sary spares were 
not available. Ilcplaccments of capital machinery were almost unobtainable, 
and. even today whatever small quantities are available, are coming in at prices which 
ar;' about three to four tinges tlic pre-war prices. The industry’s niacliincry is badly 
in necfl of replacement, rehabilitation and remodelling. For in.stanoe, in the easo 
of cotton mills situated within the City and Island of Bombay, whicli cover about 
fifi.ooo locMiis an<l a little under three million spinclles, tlie cost of replacement, etc. 
\v{»uld be a lit tie over 1(K) crores of ruj)ees. whereas the cash resource-s available to the 
Bombay industry tlo not excee<l I.') erores of rupees. Even assuming that macliinery 
pi iees are likely to eomo down in the near futiire, a very substantial gap still remains 
to bo eovt'i-ed, whieh justifies the nece.ssity of the industry being plat?cd in a position 
in wlneh it would be able to set aside sums whiih would make good this (’eliit in 
the minimum number of ytrars. 


4. liiur iiiuti rifil.s- of the indiiJilry. — The raw materials of tlie industry consist of 
(i) raw cotton : (ii) \'arious types of machinery and spare parts ; (iii) various types 
of mill store.s including fuel oil, furnace oil and lubricating oils ; sizing materials ; 
bleaeliini: iui<l dyeing materials ; acids, etc. A full list of all the raw materials 
( an b«! f-nptihed, if neces.sary. 


.). Betore partition, tlie liiflian cotton mill industry consumed, on the averagi 
about 41 million bales of cotton per annum, of which nearly S7 per cent, was Indian 
and tlie l)alance foreign. Roughly, a little over a tliird of ’Indian cotton came from 
tlie regions whidi jiow form part of Pakistan. After partition, the proportion of 
tnreigT) enttun entering into eonsiinqition in the Indian cotton inill industry, rose 
fn.ni i:’, t.. 41 per ec'nl. In quantitie-;. Indi.in mills ined about 12 lakhs of bales of 
Pakistan cotton. ol these cottons eo»isist of staple! \’arit'ties, and if, for any 

reason, the usual supplie..; of cotton from Ihikistan are not a\ailable in the futuro, 
the gap would have t . I.e made -o .d by .idtlitioinl imports from abroad. 

(k As rereads eapii.,1 maelunery. tie* major portion of it is us.nUlv imported 
Irom countries .sueli as P. K., T. S. A., Switzerland, lierinanv atul Sweden. There 
are now two or tliree Indian e.unpanies eng.iged in the manufacture of spinning 
Irarnes and looms m this <-ountry. but .-o far as our information goes, their production 
has not reat-hed conum reial dimensions, ’['here is also .a solieme which is supported 
by alino.st all milis in Indi.i. and whieh aims at producing .spimumr machinery suffi- 
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machines still continues. 

7. With the exception of the 

to be capable of being manufactured m qualitv. to imported goods. 

of them Le fuUy equivalent both aa regards nientione.i nng 

Among the mill stores not ™ Xuttle tongues, furnace and ue) 

traveUers, card strippers, card frames, steel weft forks and l.ol.lers 

■mS’SKSSSI:, . a.™ a- • " 

Btill very satisfactory. 

8. The industry’s main business IS to is about 4.H(K) 

cloth. The annual production of cloth, f ^ there is now a surplus o 

mUlioii yards. After meeting "'^^JJ^hlc^to the Indian handloom iiulustry and 

about 500 milUon lbs. of Ibe ouant^^^ of yarn available to the ndiun 

to other domestic consumers ^ nuatithy of yarn produced in Indian 

civiUan market is about a " t ? 

mills ; in other "ords, two-thirds of y P domestic consumers outside Ik 

iTdnX^&e manufacturing industry, the hos.cr, 

manufacturing industry, etc. •*„ in the 

9 It is very difficult to say precisely partition 

cotton textile industry requires to be /^^otl. ulnch used to be a bsor^ 

about one thousand and two hundred Pakistan, will be tl.rown back 

bed in the past in Provinces, wh th no\ . ^.^he it or at leiist a part oi 

on India Pakistan not being under any o g* used to be in the neighbour- 

it ^It is true that, the prohibition of ^ reduce the surplus on hand to 

hood of 7.70 miUion yards in ‘h' from the handioo.n 

450 million yards. A portion of tli • P „-Uct for tliis surplus, eitliei b\ .ui 
industry, but our first task ^Idch might be difficult unless there is a 

increased internal per ^•^“'’pnwer of the consumer, or by a .sub.stanted 

,0. T«. 1. F.,»; ['-“ S: Sil"5-q 

r. r. =S ntnsi 

’remUffil meaauL to -Ueve depre^on - , 'mlustry^^ involved, aud 

was given effect to by a number of m>»s War, production ot cotton 

between 1930 and the lbs. to 3:U million lbs in Bon.ba> 

yam of over 408 went up from i,i the production oi medium con t^, 

City alone. There has also been an « the^ongestion of over-pro. uction 

SthiB h,m in a large -neasure helpc .1 to^rchme Un^ ^ „vo deca. cb 

in-coarse goods. Chanp m ‘ „ntities of line and superlum 1' ;‘"j ' ‘ 

has brought about a ^“^^rprod'ueed today with the oququncut a^.nl.d, 

fancy goods tlian are capable ot '>< m p _ 

In these circumstaneca. It 18 sugfeu, - . inereased quantit 08 

(a) All obstacles whicl, stand m the w,iy I ,,,,„„vod, and 

xxf fine and superfine plain ana b 

ot nnc aim op i ..i,;,.!, vvoiild invc rcasonn 

the necessary equipment. 
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As regards (a), the Association desires to make the following propose : — 

(i) The excise duty on cloth which at present works out at 26% on superfine 
goods and 6J% on fine sorts, should be removed ; 

(u) The import duty at present paid on imported cotton at 2\ annas a lb* 
should be removed, as also the high rate of duty which is imposed on 
' textile machinery and spare parts ; 

(i»t) There should be no restriction as regards the fineness of the goods 
which can be produced in cotton mills. 

As regards (b), attention is directed to the recommendation made by the recent 
Tariff Board which went into the question of fixing prices for cloth and yarn manu- 
factured by the industry. Tliese recommendations have since been accepted by the 
Government of India, but the Association regrets to point out that the conditions 
provided by tfie Tariff Board are not such as would induce any investor to put his 
money in the industry. The Board has fixed a return on capital at 6 per cent, 
on the gross block which, in their opinion, provides for a corporation tax of two annas 
in the rupee, a reserve of 40 per cent, of the gross profit for replacements, payment 
of managing agency commission at 74 per cent, of the gross profits, and a dividend 
of 5 per cent, on paid-up capital, which in the Association’s considered opinion, are 
inadequate. 

11. The question of further increase in the productive capacity of the industry 
must be considered only after providing ways and means for the absorption of the 
surj)hjs created by partition. 

12. The small-scale or subsidiary in lustries, in the development of which the 
intlusiry is interested, are : — 


r. To absorb mill industry's manufactures. 

(1) Handloom industry \ 

(2) The rope making industry j To absorb our surplus yarn. 

(3) The processing industry, namely, Dyeing, Bleaching and Printing 

industry. 


II. To provide raw materials for the industry. 

In<bistrv engaged in tlio manufacture of various items of m ill stores. 

\\ itli regard t > I (1), it should be pointed out that in the period 1942-46, conai- 

lerublc iniTcases iri the number of handlooms were reported, due mainly to the profit 

w hich eouM be made in the business. The position has now probably undergone a 

radical cliangc and it is now reported that, as lias happened in the case of the Indian 

•utton iiiiU industry, tfio handloom industry is also suffering from the accumulation 

ol stocks, HI viey of Pakistan’s disinclination to continue to buv her clothing require- 

mentss fretn India. The only suggestion we can thinlv of at the'moment. which would 

maintaiii handloom industry’s offtake of Indian miil-made yarn, is to explore the 

possibility rd increasing tin* export of han.llot»ni goods. The handloom industry’s 

buUc consumpdoii of yarn is in counts 12s to 24s, and it seems possible, with a certain 

“'-'*''^tionaI facilities , to develop an export market, in fancy bedspreads, 

cushion co\ CIS, furnishing fabrics and other materials which are usually manufactured 
irnm t lj(*su loiHits. ^ 


13 Industries receiving 'I’ariff protection should ordinarily be given fuU free- 

nresent !'”■ salvation aeeording to the circumstances 

piiscnt in each case. Ihere is. liowever, no objection to Government calling for 

periodical reports to satisiy Ihcmsch es that the industry is putting its house in ofder 

Tiiere is also no objection to such reports being scrutinised by an expert or experts. 

14. The procedure at pre.sent follo.i ed by Tariff Boards in disposing of appHca- 
tions for protection seem.s to call for a minor variation. Tlie application fw^pro- 
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tection from an industry, whether it be submitted to the Government of India or to 
the Tariff Board, should be circulated by the Tariff Board with their invitation to 
the various organisations and individuals for tendering evidence. At present, 
except the Tariff Board and the industry applying for protection, nobody seems to 
have any chance of scrutinising the grounds on wliich the claim for protection is 

made. 

16. As regards the Havana Charter and the General Trade Agreement on Tariffs 
and Trade, it would have been helpful if the Commission had appended a list of 
countries which have accepted these documents. Anyway, so far as the cotton 
textile industry is concerned, the documents generally seem to be in order except 
in one respect, namely, it does not seem to permit the imposition of quantitative 
limitations on imports from foreign countries. Protection of an indigenous industry 
is usually granted in the form of protective duties which may be on an ad valorem 
basis coupled cr otherwise with a minimum specific duty. In appropriate cases 
even though there may be a justification for the imposition of very high protective 
duty, the object could be achieved by imposing a lower rate of duty and a quantita- 
tive limitation on imports. For example, when the cotton textile industry of India 
was a protected industry, there was a restriction on quantities of piecegoods which 
could be imported from Japan in addition to a protective duty. 


i 

i 

■r. 

ij. 


the ALL-iNDIA MA^SUFACTURERS ORGANISATION 

The Working Committee of our Organization have decided to address the 
Commission as under after careful consideration of the implications of the various 
statements on Foreign Capital so far made by Government. 

2 Recently at the Second Meeting of the Central Advisory Council ^Industries 
held in July this year the Hon’ble Minister for Industry and Supply, Hr Syama 
Prasad Mookerjee said that once a foreign concern was admitted to establish its 
factory it w'ould be treated exactly in the same manner as any other Indian concern 
and that there would be no discrimination oi any sort agamst any foreign concern 
or any favour to parallel industries owned by Indians. The Coinmiltce want to 
point out that this does not accord with the statement made hy the Hon ble Pr me 
Eter in ihe Dominion Parliament in April last \\ .th regard to he existing 
foid^intereslB the Prime Minister had then said tl. Government did not intend 
to Xe any restrictions or impose any eonditions v hKh were not applieahle o a 

si„^lar Indian “i:;? 

toLTanreonditionMhat «oild be nudaally advanlapeon^ It follows, tl.crefore, 
that by -“■'‘e'eaTs in India” 

the policy of non.d.scr.m.nai.on o .l> .n r^^^^^^^^ „„j;rstand al.y the Hon’ble 

Under these circumatanceR, slmnld |,ave tone to tlie extent of saying tliat the 
Minister for Industry ppjn,,. Jlinister only in respect of the existing 

pnnciple which was enunci ^.vonkl be made aiiplicable also to future foreign 

foreign industries in the this policy of non-discrimination 

investment. Uie f'ro\sth of nascent indigenous industries and dis- 
will do incal^lable harm • The Bombay Industrial and Economic 

courage further indigenous . ^ ITirushoUantdas Thakuidas says in its 

Enqu ry Committee pr^ attention of the Local 

report J' ixj_ Miiall Indian concerns are bound to and 

Government to the ditli ^ ,nr,itition of such concerns of a much larger size, 

indeed do feel in the face encourage the establishment of small 

If it is the objective of our 1 ,]f.fcated if these large foreign concerns are 

concerns, then witliout reasonable and effective limitation.” 

permitted to eatabheh ' ‘ poi„t out that even in the 

Ch.r[^r"of th"e Internation Jl Trade Organisation emphnais is laid only on the desire- 
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bility of avoiding discrimination as between foreign investments and not on equal 
treatment between indigenous and foreign investment. 

3. In the considered opinion of the Working Committee the assurance to treat 
the c.Kisting foreign capital on par with Indian capital also goes beyond a reasonable 
limit. In a resolution passed in 1947 (copy enclosed) the Organization has drawn 
tile pointed attention of Government to the irreparable damage already inflicted 
on indigenous industries by the competition of powerful foreign interesta with 
internationnl ramifications wliicli have cntrenehed themselves strongly in the 
countrv and have urged upon the Government to prevent the operations of such 
foreign’ interests working to the detriment of indigenous enterprises. The same 
\ icw"lias been reiterated in a recent resolution of the Organization (copy enclosed). 
This apprehension is based on actual conditions now prevailing in a ferv protected 
indiistrifs wherein foreign interests arc operating side by side with Indian enter- 
prises. The (.’oinniittee want to refer in this connection to the realistic ^iew taken 
by the Indian Tariff Board while reporting on the Motor Vehicle, Battery 
liiflustry, that the Government sliould adopt necessary measures to safeguard the 
Indian section of that industry which wa.s likely to be affected by the expansion of 



to withhohling from them the full benefit of protection granted to industries in 
whirli they are engaged. It follows, therefore, that when proUction or assistance 
is (‘onh rred on a particular industry, all the units of that industry whether Indian 
owned or not will ]>e automatically entitled to claim the same benefit. In the 
opinion of the Oommittee tliis defeats the very purjJOBe behind granting protection 
or assistance t(» influstries in tlie country, viz., io enable indigenous industries to 
stand on (la ir own l<*gs w ithin a reasonable period of time and to arrest tbc drain 
<.n country’s financial resources by imports from abroad. The foreign interests 
hav.' been'perniittefl to carrv their profits out of the country, and the only advantage 
that t he country will derive will be in finding employment to a few thousand nationals 
I'ov er catemwies of work. 

i. 'Vhi- p<»liey of non-di.scTiiiiination between indigenous enterprises and forei^ 

. ..neeriis that arc already set up or will be .set up in future has created serious mis- 
uivifu's in the minds nf’indian in<liistrialists, especially those who are engaged in 
small and iiiediuin scale consumer industries. Till now foreign capital has been 
freelv allowed to take shelter behind tariff walls intended to protect indigenous 
inteje.sts. With their huge financial resources and capacity for cut-throat competi- 
1 ion, some ffueign concerns have in the past driven to the wall many small indigenous 
eoneern.^. (’oiineeting the three angles, viz., (1) the attitude of American capital 
to . iu.ose direct form of investment as is abundantly evident from previous remarks 
of .\inerican oflicials in India on the subject, (2) the Hon’blc Dr. Mookerjeo’s state- 
nu*nt that “once a foreign concern was admitted to establish its factory it would 
he treated exactly in the same manner as any other Indian concern" and (3) what is 
actually happening in the case of jirotectcd iinlustries such as Motor Vehicle Battery 
Industry ainl Dry Battery Industry where almost 90®,^ of the tariff protection goes 
to streiiL'then foreign tyrmpanies established in India, an eternal triangle is formed 
which will compel many Indian Industries to lead a precarious o.xistence. Govern- 
ni' iit'.; r- ' n( assurance that in<li<ienous industries would be taken into their con- 
f i I h .01'' ' 
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■fni, I !• (j'litiiig any fondgn eoiicern to set up factories in India is of little 
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■ r th<' feasibility of taking action on the 

' : I ^ ' ter«od t'npital Committee in 1926. “Where 


121 


investment of foreign coital carries with it the control ol an undertaking, we con- 
sider it reasonable that, when Government grants particular concessions to the 
industry it should exercise such control over the undertaking ns will cn.^^ure that the 
benefits of the concessions accrue primarily to the country. Where the concession 
is general, as in the.case of a protective tariff, it is impracticaldc to effect any dis- 
crimination. (b) Where definite pecuniary assi.stancc such as a bounty is granted to 
*nv particular undertaking, we consider that discrimination is feasilile. and no sue h 
assistance should be granted to any company, firm or person not already enjoyed 
in that industry in India unless (1) reasonable facilities are granted for the training 
of Indians- (2) in the case of a public company unless (i) ‘t has been formed and 
reWstered under the Indian Companies Act, (ii) it has a sliare cai.itai exprcssoil in 
'rupees (Hi) such proportion of the directors as Government may prescribe consists 
of Indians, (c) Where a concession is granted to exploit a wasting as.sct such as 
a mineral concession', no definite rules can be prescribed . 

6 The Committee also want to point out that the Government are not 
scrupulously adlicring in practice to the policy enunciated by thein as regards the 
mannerin which foreign capital is to be invited to invest m India In the Industrial 
Policy Statement issued on April 6. 1948 it is said that a.s a rule the map.r n^erests. 
ownership and effective control should always be in Indian hands. The Hon hie 
'Prime Minister has also made it clear in his statement that the ob-eet ot regulation 
of foreign investments should be the utilization of foreign capital in a manner most 
•'.advantageous to the country. But instances have been brought to the notice oi 
our Committee where in such industries as Soap, Biscuits. Cocoa and C lioeolate.s. 
Gvclcs Sewing Machines etc., foreign companies have been permiUed or are being 
permitted to set up their own factories in the country in the face of opposition from 
the concerned indigenous industries and without any consideration to the o\erall 

production capacity of i-aiigenous industries. It is not understood wliy our 

■ Government have ignored indigenous interests and are permitting foreign 
iliterests to set up their own factories in the very fields in which the indigenmis 
production is cither already sufficient or can be easily stciiped up to meet the 
country’s full demands. It is reported that in spite oi oppos. ion from indigenous 
automobile industry a foreign concern is going to be permitted to make cai.-^ in 
India Similarlv- my Committee understand that a powerful Britrsh c<)ml>ine is 

being permitted' to establish such a simple consumer-goods^ industry as the mami- 

StI of chocolates, in this country in spite of the protest of the growing indigenous 
industry Such incursions of powerful foreign interests in such lields of Indian 
industry where Indian capital is struggling hard to huild up certain industries, can 

only spell harm to national economy. 

‘ 7 A clear demarcation specifying the fields in which foicign <i]ital can e 
permitted to come in is therefore urgently require.h 1 he Organization i.s strongh 
of the view that priority .should be (riven to those 
create capital goods rather than consumer goods 

of the X expressed hv the Advisory Piannine ToiunuttcV pres, de,i over l,y tl,e 
H.m’blo K C Neopy tire present Minister for Corn.neree. Pr ferrmp to >nvest. 

ment in consumer goods Industrie ' ^ allowed to establi:-h tl,c-m.^elve.^ in 

‘ indnstrv inlh^fields at present not eovererl hy In.han entr rprise. there ,s hltl,. 
industry in rnc tUnt onternrise being brought into existence at a luture 

chance, in our opinio , ^it would have to contend against formidable 

difficulties. Bctms , position to produce later on, should continue 

produce cointries rather than that tlieir local mamifact ure should 

to be imported In the course of time it will be possible 

to rS Z Sntinueireifrn imports, hut vested interests once ereate.l wonl,i 
'be difficult to dislodge.” 

8 The Workinu Committee have made a rcfereiiee earlier to the two r^cln- 
*iona pLsLl by the Organization on "Foreign Cap.tal , stresamg the need for 
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providing suitable checks on the undesirable activities of existing large foreign 
concerns with world-wide ramifications and vast resources and which are operating 
to the detriment of indigenous industries run by nationals of the country. The 
Committee trust that as urged therein the Government would realise the need for 
passing such anti-trust laws as may be deemed necessary to safeguard Indian 
industries and free enterprise in the country. To enable the Government to enact 
proper legislative measures, the Committee suggest that an Investigation Com- 
mittee should be appointed by the Government at an early date to inquire into the 
working— financial and organizational — of the existing foreign enterprises in the 
country. 

9. In conclusion my Committee deem it very essential that Government should 
set up special machinery to advise them on foreign investments in India. The 
Hon’ble Minister for Industry and Supply has no doubt said that as a matter of 
policy the Government would take indigenous industry into confidence before allow- 
ing any foreign concern to set up factories in India. But this assurance as pointed 
out already, will not serve much useful purpose, as in a number of industries India 
has either no interests or not sufficiently organized interests which can shape 
Government’s policy or decision. The Working Committee, therefore, stre^ that 
Government should set up an Advisory Committee or Beard consisting of 
representatives of leading industrial organizations in the country. The Coinraitte© 
or Board in consultation with the indigenous industries whose interests are likely 
to be affected by the establishment of a foreign industry in the same field should 
scrutinise every individual case of participation of foreign capital and management 
in industry and recommend to Government deserving cases and advise the 
Government on the terms on which such cases should be created. 

In view of the vital importance of the subject, the Working Committee trust 
that the views expressed here will merit the earnest consideration of the Government 
and that the Government will be pleased to let the Committee know the measures 
that they propose to take in the matter. 


Foreign Capital 

{licaohition at ike First Quarterly Meeting of the Central Committee of the 

All-India Manufacturers' Organization held on the Sth May, 1949.) 

% 

This meeting of the Central Committee of the All-India ManufacturerF Organi- 
zation welcomes the statement on “Foreign Capital*’ made by tlic Frime Minister 
of India in Parliament on April 6, 1949, as it clarifies the Government’s attitude 
in regard to such matters as the repatriation of capital, rcnjittoiice of profits, and 
treatment of foreign enterprise vis-a-vis Indian enterprise. 


While the Central Committee agrees that Indian capital needs to be supple- 
mentecl by foiviim capital to facilitate rapid industrializatirn of the country and that 
suitable conditions must be provided to attract .Mieh capital to come into India, the 
Committee apprehends that unless tltere are Fuiluble checks on their undesirable 
activities, large foreign combines vith world vide ramifientiens and vast resource 
might operate in our country to the detriment of indigenous industries fun by 
nationals of the country. The Committee therefore urges the Government to pass 
such anti-trust laws as may be deemed necessary to safeguard Indian industries and 
free enterprise in the country. ; 
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The Committee draws the attention of Government to the omission to exclude 
internal air and coastal traffic from the principle of equal treatment to iorcipn 

capital. L f • 

The Central Committee reiterates the Organization’s view that such toreign 
capital as may be required by the country should be secured prcffirab y 
of loans from abroad on equitable terms under guarantee from Go eminent of 
India. The proceeds of these loans should be directed to such products e ^‘'^nn 
as are most beneficial to rapid economic development of the countr> in lint 
the Government’s policy of planned Industrialization. 


Indian Industries and Foreign Capital 

[Resolution passed at the Seventh Annual Conference of the All-India Manufacturers 
Organization held at New Delhi, on Uth and Uth Apnl, 194?) 

While holding the view that India’s resources of yet untapped capital 
mobilised in the future for the industrial development of the 

fiscal and financial poUcieh on the part of the Government of India J”® 

opinion that in view of the imperative need for hast^cn.ng f “X ^al 
tho country on sound lines, and in view of the desirability of 

co-operation of industrially advanced countries for brmging "Xe 

lizaton ivith the minimum of initial difficulties it may !arX°rpre 

extent the flow of foreign capital into certain “ ^ 

It emnhasises that such external capital as may be required should be secureO pre 

Bhmild be laid down in the agreement with foreign firms to ensure that 
that foreign vested interests arc not permitted to grow in the country. 

which have entrenched themselves strongly m of interests and con- 

foreign investment in India at present. 


w™ » .h. — 

mitteo hke to express their important subject of an appropriate 

given to them Committee have stressed on a number of ocoa- 

fiscal policy for the country. The tiic Government. 

sions in the past that a Fiscal Commission has been appointed 

Thov are. therefore, gratifaed to note tnai- » ^ r^nmrmn 

by Government to make suitable recommendations for the purpo . 

The Committee do not propose to 

policy are deal/ with at sufficient length in the body 

oTl"memo’r“an/um FrZZn toXany industries vital to tho country s defen, o 

16 M. of Com. 
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as well as to the peace-time economy of the country has been either demed or de- 
layed. If the country is deficient in a number of important industries to-^y, it is 
largely due to the halting policy followed by the alien Go /eminent and the hal^ 
helrted way in which it waa applied by them. Whatever developments there ^ 
in a few industries such as cotton textile, iron and steel, sugar, cement ^d matches 
cannot be credited to the policy of discriminating protection alone. The logic ot 
many events and the force of many circumstances beyond the control or 
the Indian Government of that period have resulted in these developments m which tM 
half-hearted policy of fiscal protection or Governmental assistance to md^tnes played 
a minor role. Industries selected for protection or assistance were selected, not so 
much for their importance in nation building, but more out of pohtical considera- 
tions. 


It is also not necessary for the CJommittee to explain at length why a new fiscal 
policy appropriate to the changed political condition and post-war needs of the coun- 
ti'v is urgently required. This wiU also be found in 1 o memorandum. It is 
sufiicient to state liere that the country is still deficient in a number of nnportont 
industries some of which are vital to the existence of the country as an Independent 
Sovereign State. Thoit grou'th will have to be fostered by the Government by 
implementing a rapid industrialization programme ^vlth energy and vision. Ihe 
instrument of fiscal policy ^^■ill be an integral part of this plan and pro^amme. 
Protective tariff of course will constitute an important item m the new fiscal poUcy ; 
but cquallv and perhaps more important will be assistance from Govem- 
niont in obtaining such essential requirements as ^ance, <»pitel goods, raw 
materials, tran.sport, technical aid, scientific research, etc. The national Government 
in power has the primary responsibility of promoting the economic development 
of the country on a planned basis. It cannot afford to remain content by negative 
measures as tariff protection to a few industries. It ^viU have to assume wide rospon- 
sibilitios for the country’s industrial uplift. 


Various suggestions have been made in the memorandum submitted herewith 
but the Committee propose to recapitulate here only a few of the more important 

recommendations. 

(1) The present formula of discriminating protection should give place to a new 
fiscal policy designed to promote the rapid industrialization of the country on a plan- 
ned basis and to meet the post-war and the permanent nee^ of the country. The 
principle of adequate and effective protection to all suitable industries of the country 
sliouM be accepted. There should be no over-emphasis on any one of the require- 
ments however important it may be considered individually, such as availability of 
raw materials, of labour, of market and inherent possibility of the industry to with- 
stanrl foreign competition after sometime. The only over-riding conditon should be 
that the industry should bo one suitable to the country and having reasonable 
possiljQity of development with the fostering care and encouragement of the State. 
In case the industry is essential to the country as an independent national or vital for 
the maintenance or development of its national economy, its growth ought to be 
fostered by Government by all possible direct and indirect means irrespective of 
other considerations. 


(2) Protection or encouragement by the State should not be confined to only 
e.xisting industries but should also bo assured to deserving industries which are yet 
to be promoted. 

(3) The existing administrative machinery for implementation of fiscal policy 
should also bo thoroughly revised. A permanent Tariff Board with wider powers and 
responsibilities must bo set up on a statutory basis as part of an administrative sys- 
tem designed to carry out industrialization as per a definite plan, comprehensive 
and co-ordinated. Without waiting for specific reference or appeal from Govern- 
ment or parties concerned, the Board should be empowered to ma^e its own investi- 
gations and suggestions, keep under survey the entire field of industry, watch the 
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changes going on from time to time at different points, co-relate them into a single 
framtwork and maintain a consistant. progressive pobcy of active sympathy and 
encouragement of the nation’s productive capacity. It must be compo^ of not 
more than 7 and not less than 3 members, competent eKpenon^ 
and selected from the public life of the country, mcludmg mdustry, trade, labour and 

Government. The Board must have power to co-opt or add 

its number for each particular enquiry that it may have to conduct so as to make its 
investigation and recommendation as fair and reasonable as possible. 

(4) The present system of Imperial (or Commonwealth) Preference may be con- 

tinned with such changes as may be considor«l ‘p'eSll 

■noHtical condition and present requirements of the country, i he preicrcniiai 

treatment should not however be confined to the United Kingdom only. Possi- 
bility of developing markets for Indian manufactwes m certam 
Commonwealth Treas as well as in areas outside the Commonwealth by bdat.ral and 

multilateral treaties should be explored. 

„ 'srs sr ■|’rH3c"E 

with any executive functions. 

There should be proper integration and co-ordination «f the \eorkmg of the 
velopment and Control) BUI. 

(71 An Economic Committee of the Cabinet should attend to aU functions re- 

quiriU co-ordinated -fn mj^^sphere^ torklilg^of ?he Various' Govewm^en? 

Sries Toncerd wUh economic activities and expedite their decisions on eco- 
nomic plans. 

(S, The fiscal PO>icy 

L“Srdu?S.fthe’tmtg%Lm to facilitate the rapid industrialization of the country, 
mi The last FUcal Commission’s recommendation that ‘raw materials and 

Ais, but which contain imported raw materia s. 

. £ «ini ««Qi< 5 tance sliould be given by the Government through 

(10) Greater ^ in the Provinces and at the Centre, and by raismg 

the Industrial Finance Corpor thr* muntrv and whore necessary from outside, 

an Industrial Loan both finance at rcLonahlo terms. 

BO that deserving mdustries vision of credit by banks and insu- 

The existing legislate aTd -ado clastic soL to enable banks 

■ways and shippmg by ^o-or^ dEtributinc m aUocating all available traffic bet- 
roS: ^ch f manner as to serve both the immediate 

and long range needs of the country. 

, . . arA nnt covered by the Fiscal Commission’s 

Coming now to subjecte ^ ^ draw your particular attention to one 

QuoBtioimairo the i^ reference at aU to the important question of 

or two glaring omissions. I here is no 
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treatment of foreign capital vis-n-vis indigenous capital. The Working Committee 
are not in agreement w^ith the Government’s view on the subject. The Prune Minister 
gave an assurance in the Dominion Parliament on April 6. 1949 that the existing 
foreign capital would be treated on par \nth the Indian capital. The Hon’ble 
Minister for Industry & Supply went a length further and declared at the Second 
Meeting of the Central Advisory Council of Industries held in July last that the prin- 
ciple wliicli was enunciated by the Prime Minister only in respect of the existing 
foreign industries in the country would be made applicable also to future foreign 
inveSiincnts. The policy of non-discrimination between indigenous enterprises and 
foreign enterprises that are already set up or will be set up in future has created 
8 (‘riou 3 misgivings in the minds of Indian industrialists, particularly those engaged 
in rne<lium and small scale consumer industries. A copy of the deteiled representa- 
tion on tlic subject made by the Working Committee is enclosed herewith for the 
information of the members' of tlic Fiscal Commission. It may bo pertinent to point 
out here that even the last Fiscal Commission composed as it was mainly of interests 
with no particular attachment to the interest of the country at large, has stated as 
follows while discussing the ejuastion of stipulations which should be prescribed by 
Government in the case of Government concessions, etc., to foreign concerns in India. 


“Wc think, however, that wliere Government grants any thing in the nature 
of a monopoly or a concession, wliere public money is given to a company in the form 
of any Icind t>f subsidy or bounty, ()r where a licence is granted to act as a public 
utility compatiy, it is reasonable tliat Government should make certain stipulations. 
tVlierc the Indliii G4)v<Tnni(‘nt is granting concessions or where the Indian tax- 
paver.'^’ money is being devoted to the stimulation of an onterpriso, it is reasonable 
that .'Special Stress sIkhiM be laid on the Indian character of the companies thus 
fi.vourcd. In all such cases we think it would be reasonable to insist that companies 
enjoying sm-b conces.sion.s should be incorporated and registered in India with rupee 
canital. that tluuv should be a reasonable proportion of Indian flireettTS on the Board 
and icasmiablc fui-ilities sliouid be offered for training of Indian apprentices at Go- 
vcanmciu «-xpenses. We note that this policy has been generally accepted by the 
<io'. i^rnmcnt of India. During the debate in the Legislative Assembly on the 2nd 
Man h 1922 (Mi tiic resolution inovtni by Sir Vitha Idas Thackersoy recommending 
fliat nicasures should bo taken to provide that as large an amount as possible of the 
1 do crorcs .set asidi. for the rohnbilitution of railways during the next five years should 
be spent iti India, .Mr. C’hatterjeo on behalf of Government stated: ‘ Tiio settled 
poli, V of tlio (iovernmenl of India a.s 1 think wo have mentioned more than once in 
1hi> Assembly, is tliat no conce.ssion slionld be given to any firm in reganl to industries 
in India, \inle.ss su« h linns liave a rupee capital, unless such firms have- a pro[)ortion, 
at any latc. oi' Indian Directors, and unlc.s.s such firms allow facilities for Indian 
apjiifiiticc.s to lu‘ trained in tlieir works. This has been mentioned more than once, 
and 1 i-an only repeat this declaration’ 


'I'liis \ icw has also been supported by the present Tariff Board in their reports- 
on aluminium and motor vehicle battery industries. As the subject is vitally im- 
portant and will have repc.rcussivins on tlie existence and growth of indigenous in- 
dustrios the Committee very much desire that tlie Fiscal Commission should pro- 
nounce it.s weighty opinion on it. 


Fijually glaring is the omis.sion of the question of taxation from the purview 
of Fi.scal Commission's inve.stigation. The increase in taxes on industry and trade- 
during recent years has scared industrialists away to such an extent that 
entreprenour.s arc not readily and willingly coming forward to start new industries- 
It is the view of the Working Committee tliat the Fiscal Commission .should look at 
the question of industrialization of tlio country as a whole, from all angles and as- 
pects and not ignore a questi«m of the importance of taxation which has a vital bear- 
ing on industries as well as on the fiscal policy of the country. The Committee 
however, do not jiroposo to go into the subject now, apart from drawling the atten 
tioii of the Commission to pago 2S of the “ Industrialization Scheme in Two Parts 
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recently publish by the lat^the Govfrnment have realised the 

Ji:rU!ef to industri. h-o. the present abnor- 

mally heavy taxes. „u+^ri bv 

The Working Committee 

them on the subject „^iJion. Any clarification that may be re- 
careful consideration of the Fis . , representatives of the Orgam- 


““MSJwOTkSSSiK •KiSSwo. o.oiu«tio.. 


PART 1. 


Sectiok a (1). 


I«TKODUCTOBV-C*««<,e. in the Ec^nic Background since m2.^3. 
question l.-Eo you 

Zes'^tS:,n:^^TcLge in the approach to ,he prohtens u-dh ukuJ, 
,Z present Commission is concerned^ 

Utf t\r^litu**iUv aucl sociallv ^»inco tho 

aays’S^he'^n'S 

domination, incT.gonous „„„ ,vay lias “''‘■'/'’'‘‘f ;f’i*'“d;‘d"!:vero to 

C ^arart:re“no longer hers ' fo itn proi.lem is greater tiian 


war has given her maustnu^ ^ a “ «ubs.stanc^. 

now is of a “ Fair we must review the whole situation. 

The Organization has aU along ^ 

,:,r;rf sr:” ‘5? s 

Irlih’will hnvo to bo «”fe“ part in this oonnection. 

policy, viglitly conooivocl, can play g 
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Further, a new tariff policy, appropriate to the post-war needs and conditions 
of the country, is urgently caUed for. Sooner or later, a post-war depression is 
bound to set m, as on the previous occasion. To combat the after war slump and 
to provide a security to the indigenous industries, a reorientation of the fiscal 
pohcy IS, therefore, necessary. 


Question 2. — Will you list ike principal changes in our agricultural situation in respect 

of (a) production {b) consumption, and (c) inUmaiional trade in agricul- 
tural commodities. 


(a) The change in respect of the production of agriculture has adversely 
been a^ffected due to the general causes mentioned above. But the main feature hi 
been from the extensive ” to “intensive” production. And the emphasis on 
this change has been further necessitated by the partition. It is an irony that in 
spite of this empha^, the yield per acre has declined except perhaps in the case of 
sugarcane, jute and cotton. The war and the pressure of population have ffiven 
impetus to agriculture but tradition, religion and complexes have impeded prolress. 
Wcw methods of production are essential and the era of massive irrigation works and 
tractors has set in. To be in keeping with the times, agriculturaj finance, basic 
education and scientific agricultural research, must fall in line. Methods of storing 
arc being and have to be improved, for, in the initial stage while production is lack- 
ing behind, iniports well stored would give the necessary breathing time. The abo- 
hticm of Zamindari and tlie landless labour class, the consolidation of fragment 
holdings IS likely to contribute a higher yield. A comparative high standard set 
by the war is iilso likely to induce the agriculturist to produce more than his own 
requirement of food so that with the surplus he can have other things that he has 
now got used to. The reclaiming schemes tend to supplement ‘ intensive’ farming 
with an extensive ’ one. One very glaring omission has been the lack of interest 
in dairy farming and in production of vegetables and fruits and their preservation. 


*1 n f connection is almost nU, it can be said that since 1922 

the (listributionof agricultural products has been more even due to many reasons— 

VIZ., better form ol transport, desire and capacity for more and to have more, thanks 
to a higher purchasmg power of an individual and finaUy, Government’s efforts to 
reduce maldistribution. The dtairc to consume is likely to increase as standards 
improve but only a check on the population and improvements in production can 
pnnent disappouitment to consumers in general. Our imports have To be 
restricted and the import, of nee from Burma is not what it was thus aggravating 
tht situation Our oum shipping is fairly developed and could be of imme^ service 
to us at this htage, for oi^ imports would not drain so much of exchange as would be 
he case were foreign ships to bring our food stuffs. It is difficult to ^ \Xther 
there has been any change in the habits and tastes, i.e., whether one ^cereal or 
vegetable or W is now preferred to some other and if so, to what extent but tb^ 

for finer quality as c^paeitrlp^eha^* hL" 


“ industrialising agriculture ” a tSm vet nni“ ^ f £ apiculture and of 
from foreign markets not because we 1‘ave been ousted 

not the ‘ knoTw * to utiii^rt^^ but because we have 

polies in agricultural products but due tnTn bold a few mono- 

further we are like^ to lose on tLt tlr . i ^tiativo in us to develop these 
foreign countries to replace the^> monopolits.^’ ®^bstitutes are brought out by 
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Question 3.—To what extent, if any, have these charges aff^A or are likely to affed 

in future, the pace and direction of our tndusiruu progress . 

Food is the base of the pyramid on which economy of every country must de- 
pend. We have already dilated the production tale of woe. For one thing, less 
production means higher price and so less food for industrial labour which must 
reflect on industrial producton and efficiency Agam. 

more labour necessary on the field and less labour available for '"dustn^ If we 
had surplus food to sell, we could always barter this comm^ity o 

things necessary for our rapid industrialization. The dearth of clieap and lug 
^ITr^mSials has imploded directly the groivth .of lust'-ies usmg there raw 
materials In a country such as ours unlike England, industrial future i.s weddea to 
agrkultlial prosperity;^ an attempt to divorce the two would lead to the ruination 
oFboth Here again transport— land and water must be made to play their P‘irt ' 
assisting industry not only directly but also through better distribution ‘‘igricultural 
ToS. IndiaVeed nof fear, at least for some years of over production or under 
consumption when products are given reasonable values, 

OMslion 4— What are the basic imfrovemenU in <mr agriculture and 

Questran 4. ^ 

fUd industrialisation ? 

^ . - 11 . fl noliev of intensive cultivation and large- 

Both m agriculture and mming ^ ,,if(iculties whether from 

, . • u fir«f it i<? common knowledge that there are many heavy 

Taking agriculture first, " vichl being realised from that great 

difficulties that T;“”eCr‘il projects now in hand are. de.sigiicd to 

source of primary production. fTreaP.-st of our national industries. A re- 

remedy some of the^ handicaps • q 2 (a) to some of the handicaps 

ference has already been mac e m them. The uncertainty, 

suffered by our cultivators and supply in the periodical rainfall is an 

irregularity, or umdequacy • hOwever. be romodied by the projects 

old and serious ^and^P 

referred to above. But these a some system of providing more re- 

complish. For immediate small-seale agricultural producer in 

gular and adequate water-supply indispensable. And this 

India found all over the country k t- long-term multipurpose pro- 

,, , , 

TV. ....... 

iects, or the reconditioned of the country of increasing food 

effect wiU, of course, dcgrcA>. But, lus mentioned alread;^ they 

supply and raw materials in .,,7^ to reach tluur full capacity. During 

will take time,— between ten industrial raw materials must take its 

that time the shortage of foodst ^ i'ni.nediato nune.ly or relief through import is 
toll upon the peoples vitality . unu^ ^ handicap that the suggestion has been put 

provided. It is. therefore, to count.Ta which are much more suited to 

forward for the improvement of «cn .j,,,, ^^.^riculture. The large-scale projects 

small-scale producer ‘=huractcrisi remedy. 

may then be left o pro\ ^ Agriculture would still have to 

Even if this primary , its potential maximum because the 

fac^ Lious difficulty which P--;;',* , ^^.^m^lNo be economic in cultivation. The 
unit of cultivation is too ’imitivo to yield all than can well be expoot^ 

equipment of the farmer is form of wholosa e reorga^ation, by 

frim the inherent nchncs.s of ^ lan.lholding. is accordmgly mdispousable, 
system of cooperative ouJtivati 


a 
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if cultivation is to be on a profitable and economic basis. The necessary complement 
of equipment, by way of cattle and agricultural implements, are more easy to pro- 
vide if such reorganisation is effected ; and the yield would also be much larger. 

The relative paucity of adequate replenishment of the inherent potential of the 
soil, depleted by centuries of cultivation, is another factor accounting for the poor 
unit yield of Indian farming. Artificial fertilisers have their use and are going to be 
proviflcd ill an increasing measure. Under the prevailing conditions of Indian far- 
ming, however, of the average soil and the kind of crops raised, it is likely that the 
benefit of this aid to agriculture is exaggerated. The value of organic manure is even 
today indisputable. A comprehensive plan today of appropriate collection and 
adequate distribution of that manure for use on cultivated soil is likely to yield much 
better results, without any untoward consequences which might need their o^vn coun- 
teracting at a later state. Indigenous and organic manure, to which the land has 
been accustomed for generations is likely to yield immediate results and as such should 
be developed as intensively as possible. 

The Mechani3ati{m of Agriculture by means of tractor- ploughing or mechanised 
harvesting, may well be deferred until the unit of cultivation has been substantially 
enlarged arul the condition of farming entirely re-modelled. At the present time, 
the N(‘w Investment of capital in Agriculture is needed, more in regard to Irrigation 
by wells or tanka, better collection and distribution of organic manure, and scientific 
reelaination of eulturahle waste, than in a large-scale improvement in tools and im- 
plements of cultivation. 

.Another direction in v liich capital investment in Agriculture will be fruitful is in 
regard to cattle supply, not only for ploughing the land and drawing the water from 
wells, Imt also for intensive development of the subsidiary industry of Dairying 
and Milk IVorlnot.s. India has tlisproportionately large cattle wealth ; but the 
yield from tliis source is dispappointingly small, utterly out of proportion to the 
number <»f cattle. Of the total number 6(3 per cent of the cattle are practically use- 
less and im{)rridtietive, being a burden on the rest of the milk cattle as well as upon 
the eovintry as a whole. 

(.tiven tlie religiou.s susceptibilities of the people in this country, the elimination 
of useless, o\ er-age and unproductive? cattle, leaving room to provide more adequate 
and nutritive f»)dder and other food for the cattle, has become a serious problem in 
it.self. If we desire t<> increase sub.^tantially the yield from agriculture and its sub- 
sidiary and eoniiocted iiulustrics within the near future, this problem M ill have to be 
faced and solved. 

With all these remedies and improvements, Indian agriculture can Mithin a 
r<?asonably short time, make up for all the deficit that to-day makes our economy 
unbalanced and comparatively unprofitable. At present the available food supply 
of the Indian Union nce<ls to be increased roughly by 10 per cent, to come to the 
pre-M-ar form ; and jierlnqts 25 per cent, to provide reasonable ration for every citi- 
zen in the laiifl. 8uch improvement is not imjxissiblc to attain by the cumulative 
and simultaneous operation of the remedies suggested above. 

The subject of mining being a .specialised one wc can make only general observa- 
tions to the etTeet tliat latest capital eipiipment is badly needed to make the ores 
cheaper at the pit head : and tlien ehea]HT transport is essential if the ore so brought 
up cheaply is to be of any henelit to the indiistrie.s. Better Morking and living 
conditions are imperative if the average production i.s to go up. In mining 
there is scope for extensiveness since India’s mineral wealth has still remainded 
un-oxplored and so unexploited. 
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give your appreciation of the mme. 

i^.i «4-ior rpference to the 'I anff »‘>ar<i ano 

Several industries have been . 

on their recommendation, fisca pro ■ , rt duties on competing 

The principal method ofthis protection IS to si,ffi< iont to set off tlic 

oommoditiOB imported from pro<luet. inchulinii a reasn - 

difference at which Indian ^ ^vhich tlic foreimi competitor emild st ^ 

able profit to the propnetors and that a of liroductiou. ineludmt; 

waresin the Indian market, after bearin^aUth^^^^^ ,,,a to be 

insurance and banking commission. I" "‘^r;";‘;/,^,es.theseautieswore madespe. - 

vervheavy, e.s^.inthecaseofsugar. . j prices are falling- ami ' 

rc VMch^^ould^ncrease the degree of the prot.- -ve 

Because of this possibility of rising ‘ ^ revise<l • In oases n Ik r 

-effect of specific duties, the tariffs have industry to a reasonable levi- . 

the duties have succeeded in building up^ pennd sueh duties to the bo 

but considerations of revenue either to divert a part ot tl b^ 

duties have been imposed as in the ease ol sugar . >r f- 

nefit of such protection to the primary p nroteeted produce ; or pur 

Sromotirg research to improve the quality “f 1 »tci I been grantoil 

Stnal avenue. In " ,.Xve"^ “’'“"''‘"j:,; ir on' 

with every time the initial revenue p^o.lm-ing pmuipU-s has not 

and the same duty, of the protccti 

proved invariably happy for ei le . ;..,i,..,iric>s uartieularly 

Other forms 
in regard to ensuring 
scientific research, as i. 
tion. Direct financial subsidies 

Indian Government. . tr«‘i''bt has also not 

The system of preferential rates VlilU v 

received attention worth the name.^ j,,i„,ar,ly as l^.dd 


received attention worth the nanu . worked lu iiuarily as 

■State with heavy capital investmen ,\v\n 

f^ervice. but rather as revenue yielding a. . piuu ip 


WIVII 1 K.wr 'W*40t tor tlu* *- I 4\xfin 

Service, but rather as revenue yielding a. _ tins pinu ipaM ) > 

considerable measure upon the surp us ‘ ^ p its deficit in tbe ot< i i- . 
land Transport under pubUc ojvnersh to .nak< 1 
get, in time of depresseon or during 


1u)< U 


tlM- coasts or 


Tiage of goods by sea. ‘ , business . ami u fiat was . • 

,ing had a very small share itor had to .v-'* 

through such portion '^,,,ncnts than to any 

lational sentiment by sp“' 'p,j„cd assistance by tbe . lati 
^1 this service by su. . _ uoilb tiu‘ name 


As for the carriage of goods by sea a oug 

_ , • • V ,1 . — ortisiM Kluili I 

nesH , Indian shipping had 
tained was rather througl 

face of growing national _ sustaineo , , 

fostering and “fi ‘'''Tb,!,". being no shipping 'j'X'' b-n i-n shipnunor 

Indian enterpme in this neld. t i- .. .►ntomrisc. and tlu ion i 

owned, manned, and controlled ,,urpos<' of fostering aia *,',iiccaled 

.voiild not suffer his service to be used for t h ^ ,,, or h r o n 

Indian industry. The man.pulatio^ 

protection local industry in the coaj^tal ami (n . n Pv 

the keen and sympathy of the then , ,v,npatbeti.- consideration y 

^hipp^ng enterp^ris^itiif of r" V ■ ihmumdiJm of competing powerlid 

Government while it reinamcMl under 

non .Indian interests. riaua* of a very heavy com- 

The transport of grain involves, j' ^^1^ ,Kcu’pies a gr<*at deal of 

modify whicMs relatively =^>*d the larger tbe eiuant.ty 

jMlmitfl of carriage in large quantities o> t r g 
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the easier the carriage or lower its cost. of economi^actors that 

veral times dearer than carnage by water, “ e ®board of India, and 

-crtrlrc “n**?:: re^7d t^ -ther by rail 

or lorry. 

whether along the river or along the "J®" '”Vrev^^^^ o" 

rmplratririr«.r^^t"-- bas^^^ 

r^d^n^^rTpprehendelT; 7ny cargo of tins kind suffering because of the 
perishable nature of the coinraocUty. 

It is unnecessary to a^d more detaiU of thc^gro.^^^^^^^^ 
unwilling encouragement, or industries Fiscal Policy adopted in 1923. 

?£vs-P'3?J:=X 

'r"ar.i 

now policy being adopted. 

'L’he subjoined tables of pro.luction and equipment of certain Indian industries 
amply bear out the argument advanced above. 

rr \TiT V. TT 


As for the - directions of industrial development ” since the new Fiscal PoUcy 
came into action, the most noticeable change is of course the pon th of established 
imlustries like Iron and Steel. Textile. Cement. Sugar or Matches. These, however, 
have m-own on established orthodox line as shown by their volume of productaon, 
and tlie number of employees, character of equipment, or the number of estabhsh- 
incnts. Tlie ciuestion for enquiry rather is whether they have grown to the maximum 
no.s'^ible size that could be exp* eted of such industries in view of the availability ot our 
local raw material and cheap labour supply. The figures of imports and exports 
of the jirincipal comino<lities including the products of the protected industries, 


«Ttv(“n in another Table, speak fi.*r themselves. 


(>5ee TABLE IV). 

India docs not aspire to capture foreign markets by exporting the products of 
her protected imlustries. Slie has no desire to dump her wares on foreign lands and 
prevent th(‘ growth of their local industry. But eschewing such ambitious objectives, 
she can well aim at securing her o\\ ii domestic market for her (nni industrial output. 
After 25 years of the policy of Discriminating Protection. India has not been able 
lo achieve for her own loc al industry complete command of the home market ; sh© 
canuot provide full employmc'nt for Ikt surplus population pressing unduly upon th© 
soil in her own productive iiiflu.<try. She cannot build up all the essential require- 
ments. key industries, or vital services, like Shipping, which are indispensable to 
enable lir-r to maintain her uatioiiai indejxmdcnce intigrity and security. 
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The only industry which may be said to have Latent tfore 

new policy offiscal policy, 18 pj-e protection imports. More 

1930 ; and is now able to P''°^^''^chme-raaking Ld Machine Tools, Heavy 
essential industries, like Iron and locomotives Coach or Wagon 

Chemicals, or the basic industries of of all tj^es 

production and the production of their pai^ struggling, being but partial- 

and for all purposes Ships and Aircrafts, ^3 have had to be taken 

ly developed or we have yet to make a begmnmg. .. . such industries 

^derthestressofthelastwar may have re- 

in this country. But once the War need was hostility to 

turned to its policy of apathy and mdiffer ’ T)epression gravely affecting 

Indian enterprise. And the threat >Xr fTctom noS^ "'“de 

India’s public finance, in conjunction wi those industries, in anything 

it impossible for their successor to devote special c r th j piscal 

like the proportion to which they arc <^"‘''*7 . T^Xtcntial, both in volume and 

Policy adopted since 1923, in developing our industrial potemia 

variety, cannot be said to be very encouragmg. 

Mention may be made, in this “Xr*'Liaault'’Ali KhTn hflSc^h 1947 . The 
presented by the then Finance Minister, . X.jntr uo to almost 95 per cent, in tlie 

Lavy rate oftaxation on incomes imposed rea^g up to ai^ ^^^^ surcharge ; 

case of individual incomes of ovet ^-f “^^s’s nrofitsdutv imd other smaller detail 
the capital gains tax ; the aftermath rits^of that Budget , had a most dis- 

viowed in the background and the gXwe^ of u^erta^ty was introduced and 
q'uieting and discouraging effect. A “7X7^. the innermost circles 

heightened all the more by the reports _ ,hus introduced have con- 

of the supreme Government. „„ciatcd by the Government of India 

tinned even now, which the I"'’”®*™' KPj,‘7spLe of 10 years, so to .say, for private 

Question 

the follcnoing heads ; 

(o) Unes of manufacture which you consider essential ; 

(6) Volume of prod^tctioji ; 

(c) Overhead and operative costs ; 

(d) Q^iality of management ; 

(c) Supply of Capital ; 

(/) Availability of raw material , fuel and power : 

L) Availahility of high grade lechmeal ah.hly ; 

(k) Supply of skilled and unskilled labour ; 

(t) Efficiency of labour. 

c a- 1 «f»if <siifficioncv atleast in vital and essential 
The central obieetivo of "‘‘““"naremUyTts limUations. We must not lay ex- 
requirements advocated “‘'“.vc has narer y available and potential raw 

eessiveeraphaaisonthopossibiltyofaorkinfc^p^^^^ frontiers. Not only wo may 

material to supply "achieve this objective in every particular, we niust also 

not bo able economically ^‘„„tioial dependence and mutual obligations 

face the fact of "oeh ideal being rigorously pursued by such 

which would be ‘"“Xnew ata orseeuring the greatest possible degree of deonom.e 
a country as our6. 



co-operation between nation’ sdemands that each country should keep its programme 
of local development within reasonable limits, and without being incompatible with 
its neighbours and customers. Scientific advancement, new discoveries, new inven- 
tions render inherited skill and traditional enterprise in particular fields obsolete. 
New processes, new machines, new equipment substituting for old methods and de- 
vices often render once very profitable enterprise utterly onerous and unremuneratdve. 
Even the primary sources of production, namely, Agriculture, is now a days, exposed 
more and more to the threat of substitutes being produced by scientific means. Syn- 
thetic rubber fdr real caoutchouc, oil from coal, beet sugar, rayon silk , and even some 
new fibre which would take the place of jute, are actual or potential examples. In- 
dustry, moreover, tends to be more and more intor-dependent, so that the finished 
product of one industry becomes the raw material of another. These necessitate 
an ever mdening division of labour which makes the several coimtries of the world 
integral parts of one world economy. The latest example of this kind may be found 
in the ilmenite sands of Travancore, which, until now, used to be exported in the 
original condition as raw’ material for being worked up abroad. By a recent 
Agreement, however, with American ^industrialists^the ilmenite and other sands aie 
processed here and exported for final utilisation in the paint industry in the United 
States. There are two standards of measuring such development, namely: — 


(i) Tlie possibility of working up, within the country itself, of all its available 
and potential producible raw mfterials whether sufficient for own 
market as regards the commodities manufactured out of such raw 
materials, or in excess of such requirements. It must bo remembered, 
however, that any such demand is progressively expanding with the 
growth of Industry and better diffusion of piospority. Demand 
cannot, therefore, be tiikcn to be rigid and fixed for all time; nor can 
supply through industry systematic!^ lly protected and actively deve- 
loped c;mi always remain static. Tliis objective mi;st, tlierc-fore, 
he construed even if adopted as tlie guiding principle of the National 
Fisc.”.! Policy’, must be taken, to be el.ostie in r. certj in degree. 


(//) Altcrnativolj’, the aim of such policy maj* be the development of industry 
f.t least to the point where the entire local demand is satisfied by the 
homo production, niaking allow’ance for its progressive expansion, 
;.iul increasing jiurchasing power of the consumer. This sounds a 
more reasonable goal; but even nere thera is room for elasticity in 
interpretation. 


It must not be forgotten, however, that besides these two objectives, there is 
the coiisj(icralioi\ of ])rv»viding sufficient volume of trade, both import and exiiort, 
or cv.Tiio, as to m iinlain a iciisouablc volume and variety of shipping for the country 
concerned. 'Die impoits and export repnvent the defititsor hurplis production 
of tlio country, whieb must lead to ineriu>lioi\al trade, liowevei insistc nt tlie country’s 
policy may be in regc.rcl to self-sufficiency. It is .sucli trade which, would inevitably 
develop aho llu* eountiy'.s .^hipping. 

Ihtso two nc not nmtuahy exilusivc, regards the oplimim development 
<*i liu* Industri d Pot< utial <;f a countin’ like India. It is possible to reconcile the 
« l:unis of tlio domestic dcm.'.ml to be siip| lied in as large a degree as possible by 
indigenous production providing full employment for its available labour, raw 
materials and technical ocpiipmcnt, \vitl» the I'.im of utilising and working up the 
whole of tlie i.vj .ilr.ble r,,w materi 1 produced, or po.ssible to jiroduce, at home by 
improved methods, 'bhis ^ im, if aehievoa. ee.n ecpu: llv well provide full employment 
tor the. country s labour, tecbnicT.l skill, scientific knowicdi c, i rd c: .pit; J equipment. 
IVoduetion then m.ay h(‘ irrespective of the volume of lo^^l demand. The surplus 
ot such output would be available for export, cither in excliange for equally neces- 
sary domestic requi.vments not jirofitably prodmible at home; or simply to main- 
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tain trade couix-Jction with other countries and offer concrete Pr**"*^ ^ ^ 
international cooperation. Judged by either of tl^ese cr.ter.an mdu^^ 

cannot vet be said to have developed sufficiently to vindicate the ne^s loli \ 

since a^3. This is not due to any inherent defect of that policy but 
very hesitating and half-hearted manner in winch it was ai>phed. ^ 

Sment subjoined indicated in general the extent 

industries produce and supply Indian J ‘ tiP i.^r^er volumes of 

developed still further withm a leasoiwble time to supply stiH K rg 

local demand, provide greater and more varied emidoymcn t^ 

capital, and to work up our own raw materials to the fimvl st.-gc ot tmi. 

ready for consumption. 


(TABLE III) 

(attached) 

It inav be added that tlie Table has been compiled following the reconnneudalioiLs 
of of inquiry regarding the scope for 

industries Tlu>c Panels were appointed by the Phmiung and IX \ a«>pnH at n< 
partment'of tlu^Government of India between l!>4o and 1940. and on wlu< h 
?}ovcrnment liave also announced their iuturc polic>-. ^ ^ 'new 

tion is held up, for the time being, becau.se ot • r i ‘ i v 

Sorvd Govmuneut. Cooling down of the 

of indigenous industry to meet war-time need^ may also be re>pt»n^i 
situation. 

As regards the several items on wluch the question requires speeilie ans\ser, 
it may be mentioned that : — 

(a) The lines of manufacture, wlueii may ne coiV'^mcrea essential niay 1 e listed 
to include, basic industries which are the iiarenl of other iiulustne.s; or Key mdu>tne> 
wluch are important items in all round development of the country. 

This group includes Iron and Steel industry, in e-ll its variety of produets ; 
coal the manufacture of machinery and mechumcal oquq.meiit ol all kinds for iiKu cin 
factories or worksiiops, together witii theii parts and uc*ec‘ssones; machine t.a.ls and 
instruments of j-reeision ; heavy ehemieals. and industries eonnec- ed xMih ^le im nu- 
facture of ammunition, armament ineludiiv? mcdei n wejqmns ofa 1 kinds lor ot enee 
and defence required tor present day warffre; mm) the louud: tional mdustiiesol 
transport by laiid, air or water and communication service. 1 he produc tion uitlim 
our own comitry of rj ilways material and accessories, nxeluding loeoinotn es « agmis 
carriages and coaches; their parts, aceessories, and equipment, automobiles of aU 
sizes Ld for all purposes of trade or tr.Acl; ship.s, bolli ior eomiiierc i. 1 mul mual 
use irall sizes, ^lxa\K‘«. and functions, under the present conditions ot ovv.s. as 
commerce and national defence; and aircraft tor the same purposes. 


I'l 

Tlio rc 


, m.wi if not all of these lines of dewlopinent this country is still delieient. 
The L 0.1; im .ol have to be very n.ueh inHated. The eo.sl .s u.uu-eea- 

alily and disproportionately high for normaily ron.tn.g tbe.se « rvRes r.ud opera- 
Uug these iudu«tr e«. the basic requirements of wind; are to he nnported Iron, abroad. 
If therefori, we desire tl.at tlte i.nport trade ol Ind.a be more ratio, ml, .se| and. eo,,. 
sist ^hUy i t articles or commodities which eamtot possibly ho produce.! Iron, onr 
ownTsou«es. it is absolutely necessary tlmt all the available hnal resources are 
fX enveloped and worked up through all stages to he ull.nnde omsumer. 
If the country is delieient in these basic requirements tl.ey must be, ol .omse, 
obuWd froi abroad to help build up the luttional ,ndi..stry in these e. tegor.es. 
Bu^a definite time limit will have to he fixed for such building u,i^ to reach 
its required height to make the country independent of horcign luq.oU.,. 
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Modern industries, it may be added, are so inter-connected and inter-dependent 
that the raw material of one industry is often the finished product of another. This 
is an endless chain wherein it becomes impossible to distinguish the primary from 
secondary production; and intermediate from final consumption. Under these 
circumstances, the development of one industry suitable to the conditions of the 
country, or ^dtal for its security, may necessitate the simultaneous growth of several 
others which have to serve as accessories or ultimate consumers. 


The only limit to such expansion may be found in our own available lesources 
of raw materials, tecliuical skill or capital equipment. The raw material may 
be at a given moment and in certain categories, limited, and incapable of 
expansion at least for the time being. But, even in this case, the possibility must 
not be overlooked that much of the basic raw materials even if limited at a given 
mcmient, are capable of improving in quality and increasing in volume, so that while 
tlic industry working up these raw materials is being developed to the optimum degree 
where the whole of the raw materials available at the start are worked up into 
finished goods, the quantity aud quality of the indigenous raw material may also be 
increased and improved to meet the next stage of development and expansion. Im- 
proved mining or cultivation, wlxich at present may be lacking but wliichmay soon 
be adopted would yield better ciop or mineral. But when every allowance is 
made for .s»ich improvement, there may be a physical limit to increased or improved 
production of raw materials within one’s o^-n country; and that may set a limit 
upto which (mly the local industry, however important and essential, can be 

advantageously developed. 


\Ve have liitlierto emphasised the utility of protection to indigenous industry, 
if It was to work up our own raw materials into finished goods. Under condi- 
tions of present-day economy and tlie inter-dependenco of all forms of industry, 
it mav (piite possibly be tlxat certain processing industries, Which are not merely 
workiju' up raw materials but int rmediate also, may also require protection. 

♦ TnHip. ifi now 


... ^ 

(leveioi) eeriam oiiaie indispensable tor our veryexis 

tence whatever the cost. Aud the.se industries must, in tlio period of tlieir infancy, 
so to saj-, must be fully protected as and wlion required. 


So far as India is concerned, there need be no fear of any such inescapable limit 
of the required raw material, at least for developing our industries to equal the 
local demand. Much more clearly, there is no such absolute limit to the available 
labour- or oven technical skill and capital equipment, indispensable for the ade- 
quate ' develojjment of modern mechanical large .scale industry producing 
primarily for local consumption. It may be that at any moment our labour supply 
is not efficient enough, as compared to more advanced countries. It is also said 
that our capital cquiximcnt is either not sufficient, or not ofthe same standard of 
efficicnev in production as in other competing countries. No doubt in both these 
tliere is Vooni for improvement, as will be shown below when answering other speci- 
fic pinnts in this question. At this stage it is only necessary to emphasise that the 
limits or deficiencies, or handicaps in these respects, even if admitted, are neither 
so rigid or incapable of alteration, as to preclude any possibility of developiug all 
rounrl imUistry. if an energetic and consistent fiscal policy is adopted and enforced. 


So far, hov ever, as one of the most vital, basic or key industries for the country’s 
transport industries is cncerncd, viz., shipping and sliip building, it must be stated 
that this country cfuitinues to he backward and deficient in this matter to an un- 
jiardonablo degree, for no irremediable lack of those requirements. Our back- 
wartlness in this behalf is due, not to the absence of indigenous resources whether 
of raw material, labour, or local demand. As mentioned already, it is due almost 
entirely to the relentless opposition and cut throat competition by foreign vested 
interests in the field; and tlie sjnn{)athj’ and suj>port of the then Government to 
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alien interests. Throughout they acted in flagrant prejudice to the indege- 
norenterprisfthemomeut i"t appeared on the scene aa effectwe competitor. 

The target fixed in this respect o£ the shipping tonnage 

building of the modem t^e building ocean going ships of 8,000 ton-s each 

the single modern shipyard, capable of is strueding hard and pain- 

and sta'’rted under the stress o has^u so fS -e naturally cost- 

fully to maintain its very existence. The \ t.ssels • , shipbuilding vards of 

lier than similar craft obtainable froin mo , ^ ^ j- guffjcient technical 

Britain or America. This may be becau«- of insufficient 

akiU and experience; but n the major part it >'-'Xeouent need to get parts and 

Our immediate requirements, constmetion in 

the coastal and oversef^ tra<le, is "f the'b-idc materials, parts and accessories 

this country, having to import a tl e immediately neces- 

for Ship-building from abroad, 5 ..took of other countries, 

sary shipping by purchase from a not be as economical in initial or 

like the United States. Ev^n if tl ose sMps ^ntil we 

operative costs, they would be better has been accepted by the new Gov- 

build ourselves. The objective hero cyisagc^^h^^^^^^ 

ornment. Its implementations however P ® ^ recognise the Exchange 

than is in the best interest of the 

difficulties that prevent full reaUsation of this aim. 

Meanwhile, factors a*"® 

and more handicapped, and the service p-nerizetic steps are taken to kwp 

ship-owners to render ■ Unl^ i^Sy 'thievery essential service, 

alive and stimulate the n^t dollop to the optimum degree desirable 

and a key m^lustry may be stifled, or not P and its national security. 

in the long range interests of the country e commerce, an 

(6) Volume of production.— The ^ViW much smaller 

to answer this point. Industrial connected or .subsidiary iiulust ric.s. 

than the primary production from there is yet no sign of that balanc- 

After 25 years of the so called protectionist pol > , j evenly. \Miethcr 

ed economy which would distribute ^he bu^en of onq or halancc<l 

National Self-Sufficiency atle^t m has so far achieved ne.tlier 

economy, be the objective of the Fiscal 1 1 incurable. 

Povert/is consequently wide-spread and sc u 

(c) Overhead d; Operative Cofs. cost of production. The Manag- 

the relative proportion of these hi ImUa. dominating tlm l='rgest see- 

ing Agency system of Joint Stock ^ in some quaiter.s he d res- 

tion of modern-type e of this item, especially as it 

ponsible for the disproportionate mciden . t,ion. On the other hand the system 

corresponding e<mnomy or efficiency >■' facilities for the continuous and 

has be^n claimed to provide very 'mP""y"^^„ee at need by the ot the agent s 

pr^tablo operation of an e^torpnse^ I 

own credit, if required, not only to tide^. technical experience for 

capital; business connection for • g^and equipment; and taking risks in the 

operathig compUcated mechanical devices 
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initial stage as well as in the course of the business. It may be a moot point m 

some cases if the Commission or consideration demanded for these 

commensurate with the value of the service rendered. But it ^nnot be 

the Managing Agency system has been mainly responsible for whatever achi^e- , 

ments the Country has to its credit in the industrial field There is no 

agency which can replace it and undertake the work of promoting, 

S financing industries. There is no organised industrial banking and the Indus- 
trial Finance^ Corporation at the centre is not prepared to underwnte * 

The ordinary banks are prepared to finance only relying uj on the financial standing 
Oi the Managing Agent»^ There is also the «onaideration that acme tvell taown 

name, associated with an enterprise as Managing Agents, pro^des 
capital which may ensure the initial success of that enterprise, that would 

nor even come into being. In view of these the system of Mana^g AgenCT 
cannot be discarded now and will have to be continued for a reMonable pei^d of 
t mTat leasr of course opposed to the principle of heredity m Mana- 

g™g Igcmry Th^ system can be improved also by giving representation on it 

to financiers, administrators and technicians* 

It is liowever not beyond reason to expect that, under popular and responsible 
Indian Government, the cL.litions may change very soon. Government thmuselves 
h VC set an example by reducing top salaries of their highest category of Pubhe 
rm vants Si^e more reasonable level of normal increment to the top, “nd a living- 

coursgement they need must be freely given. 

OunlUu of mananetm»f.—T\w contribution of skilled management to make 
• 1*1 / rf» noonKKfxA licen recent Iv recognLsed, in an adequate measure, 

.. I ^ Kcono.nio anrl efficient conduct of an industry or business is a 

condition V>re‘^ to its .sm-cesss. But even if this principle of sound busme^ 
maiuanemcut has at last come tf. he recognised, it still governs mainly the relati- 

vclv subonlinatc posts. 

In iiroportion. however, as the size of each enterprise grew; in proportion M 
tlie need for co-ordination an.l integration of mutually conncctcfl or dependent enter- 
orisi's benan to he perceived and in proportion ar- the all-round Value ol 
ikiU-d anrl cpialificd workers began to be understood us a guarantee 
of .sncces.^. the (uialitv of manaiiement inevitably began to improve. The^ conditions 
morcoN-er usuallv iinpo.sed for the grant of protection to any imlustry made it neceas^ 
for every unit in that industry to secure trained, experienced and really qualmea 
ijuina'aMucnt. At the present 'time, therefore, in protected industry, India, taken 
as a \vhole. docs not lack in siiitahh* pcr.sonnel, properly qualified and adequately 
experienced. 

This does not mean, however, that tiicrc is no room for improyement in this 
regard- A welcome and note^\<)^thy feature of the present Government policy , 
and of public opinion in general, is to establish proper training institutions for each 
different kind of enterprise. 
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In the early days, moreover, of modem industry in India, when the techm^l 
training faciUtiS were lacking in the country special facilities were 
SSninI suitable persons abroad. Indian opmion has always insisted, in aU 
m^t contracts for stores upon a condition for training Indian ^chmcians m their 
■works It has likewise demanded that the products of such Inrhan training be em- 
nlwd as soon as avaUable in Indian or foreign enterprise workmg m country 
S ^condition precedent to their being permitted to carry on thou- 
receiving protection or aid. This condition is not, however, universally 
The nrogress therefore, of Indianisation in the superior branches of technical or 

general has caused in the last generation or so. 

Cl 7 / Tt is commonly alleged that Iiiflian capital is shy for 

(e) Supply of CaptUx - , JnHnstrv worked by power-driven machinery 

investment m the production as much for home consiimp- 

on a large scale, and engag^ m between the producer and the consumer, 

tion as for ^vhen these industries were working on a rela- 

■which was charactenst c ot the dap dis-inoeared • and iiroduction has 

tively small scale for known o^^tsidc the 

become more and more for '“V"? j. f ^^ose days with relatively small amount 

country. The average Indian he was unfamiliar with the 

to invest fought shy of such iivirkotirif^ of its produce, likewise 

technical side of the new type of mdus j. renditions also unfamiliar to him. 

or the business side of that industry I* laekiiK' for Indian enterprise in 

The one guarantee of success in competition uns lac kin, 

industry as the foreigner was more forward. 

ivom ?i:^ sie?*^k 

local, small scale industry, or conducting local trade. 

In proportion, however, as ‘h® nationalist cons jusness_^^^^^^ 

Indian enterprise came forward ^ t“Uc ^ f „teetion since 1923 to such 

also attracted m small doses. 'Vith a modicuin *, c.vnand. Figures 

enterprise in selected industry, capita 'indii ■ if o 'tlie investment of capital 

given elsewhere in reply to an o‘‘'-*S-osT'o th4 ti‘o“t!i‘ f-noiao 

"no'^v "rpropmtfo^^t "th" 7J to be made up, and the hn.nonse 

resources awaiting development. ^ 

, , lieli) to mohiliso and collect the 

The institutions and devips, mo , f ,. direct such capital into 

available capital for investment as ««on^ it is still, in this country. Banks 

appropriate channols, arc also m an section. It is perhaps also true that 

and credit facilitip^ are coiihned ^/\»‘^Xien^^ to provide onough 

our financing instituting ha\ confidence and adventurous spirit to finance 

funds for productive activities or structure to enable our 

them. It IS therefore necessary safeguards increasing sup- 

banks and insurance companiob pi-edoininanco moreover of finance capital 

port to inclustnal enterprtsos. ^ inst a much larger volume of permanent 

rather than inves-nent capital works '{^"^“^..^tlable. To coL^ct these 

investment in rcla.-voly less pro i a ' mobilise and employ all available as well 
our inherited institutions, devices, and properly 

as new capital that ls being form ,1 established last year by the 

traine/i Corporation, speciacally designed to 

of tho {.ogeeas ueoessa.y. However H 

18 M. of .Oom. 
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this initial handicap is to he effectively removed, there should be similar institutions 
in all provinces. H adequate investigation is made of the sources of capital and 
of the capital still remaining unemployed, or locked up in ornaments and jewellery, 
by the richer classes of Indian society, and effective steps taken for its investment, 
a comprehensive plan of intensive industrialisation may not suffer much for lack 
of the necessary capital. But to facilitate rapid industrialisation of the country 
Indian capital needs to be supplemented by foreign capital. Suitable conditions must 
be provided to attract such capital to come into Ind^, but there must be suitable 
checks on the undesirable activities of foreign firms in India as otherwise large foreign 
combines with world-wide ramifications and vast resources might operate in our 
country to the detriment of indigenous industries run by nationals of the country. 
It may be worthwhile to reiterate here the Organization’s view that such forei gn 
capital as may be required by the country should be secured preferably in the form 
of loan Trom abroad on equitable terms under guarantee from the Government of 
India. The proceeds of such loans should be directed to such productive 
channels as are most beneficial to rapid economic development of the country in 
line with the Government’s policies of planned industrialisation. 

//) AvaUahility of Raw Maieriah, Fxiel and Power. — Raw* materials for the 
leading industries of India are not lacking at least so far as the targets fixed by of&cial 
panels, appointed by the Planning and Development Department of the Govern- 
ment are concerned. Figures given earlier in these answ'ers concerning the 
extent to which the leading industries have developed in this country, under 
even a modicum of encouragement or protection accorded by the Government of 
the land, indicate that the lack of raw materials ^vi^ not be a serious handicap or 
impediment to many of these industries. 


Figures given in another table above indicate, however, that in regard to some 
industries, lilte. cotton or jute, there has been in recent years, and particularly 
since the partition, a decline in the volume of raw' material available within the 
country. The factors wliich have brought about this decline are not impossible to 
remedy. Bj' intensive cultivation and scientific humming or mining it is possible to 
iin})rove production of such materials within the Union of India. It is possible 
also to put more land into cultivation, and make that huid more productive per \init 
that has been the case so far. A radical reorganization of all the jirimary sources 
of piodnction — Agricultuio, Forc.stry and Mining — is necessitated under the altered 
cojiditions and unless that is accomjdislied in respect of the primarj' needs of food 
and raw materials, tli<‘ very existence of this country would be at stake. 

WIuTc, how'cvcr, despite these efforts, increased production of the requisite 
raw inutei ic'-Is, in the requiivd quality and quantity, is not feasible witlun the’eountry 
in a slioit time, it is jjos.'iible to supjilement home jiroduetion by import from our 
neiL'himnrs across flic seas, IjntU East and West, who are better situated in tliis 
la'hiJf than our>elves. Eir.vptian and Uganda cotton, Pakistan jute, Malayan rub- 
l)(-r, Burma rit e, oil or wollrain. are not iinpo.ssilile to obtain, even if we do not go 
iurtl'.er K.st t.r West, and seek in Amcncrt or Eurojie, Cliina or Japan w’hat we 
eanntil iirotluce at hoiiw. «>r get from neighbours and customers neaix'r home. 

Dilla 111! it s . f exelun'.iic, now imjieding onr foreign, trade affect pnrticulaily the 
tr.alo witi> tl'c s(.-.allc.l ‘'ilard t’uiremn ’ areas. Thev will iu)l materially obstruct 
the 11. '!<• in thtM- in;.t< ri; Is, whit li ettiairps countries mostly acce.«sib!c,* and from 
wl.i. li the rtpiin <1 tjuality and quantity of these matt rials can be obtained.’ 

Irn. . thr s,. connfrics are th< msel\<‘s enil.arkine upon jtlan.md ]'rt»jects of their 
..we u .tiot..<l tlexeloi nu-ot. Bui in pro-ramme.s increased and improved 

iit.n ol m.i-rt h ‘•..ispits .• \ < ry n-sj.eetable position. Tlieir own in- 

to tenvme.- i! .-.' r. w materi: l.s ^\jll take time to grttw Tlie present 

V " ‘h- eoily disjM.ved ofto India with mutuol 

■ - 'Vital ; .e V. lu this coi usty alst. imju-ove onr own raw materials 
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position. Under these circumstances, the shortage for the time being of some ra^ 
materials need not be considered to affect our leading industries, nor prejudice their 
development to the optimum suggested oi target fixed bj' the Panels. 

The principal source of power supply to modern mechanised industry in India 
today is coal. Our present supply of that mineral is inadequate to meet all the ne<-d 
of the progressive and intensive industrialisation. Hitherto that deficit used to be met 
by supplementary fuel from our forests. But forests have their own u.se and role 
in our national economy ; and so restricii >ns may have to be imposed upon reckless 
using up of wood fuel from forests. Im " ‘nous coal production, however, is steadily 
increasing ; and though not yetsufficiei.i .o keep pace with the growing demarids of 
modern power-driven industry. Coal fi‘« .a Bihar, Bengal and the Central l^ovincea, 
provided a fair proportion o*f steam power necessary for oj>erating all our modem 
mechanised industry. New methods and instrumeiUo for ijiiproving coal production, 
moreover, are now being considered, and likely to be applied in the near future. 
This particular handicap, need not, therefore, be overemphasised. 


Wc have ali-eady pointed out in an earlier occasion the advisability of utilising 
all available water transport for carrying bulky cargo wliieli cannot afford t lie liigh 
freight of railways. The most outstanding example is that of coal or giau» which 
can b. carried in bulk and wiiich can easily be supplied to meriting provinces by 
sea transport. On the sea-board or easily accessibk- therefrom are ahso situated 
the principal industrial centres of the country which would require coa.l as fuel 
These would find it much more economical if this fuel is supplied to them by se« 
transport from Bengal, Bihar or C.P- collieries. 

Finally, the handicap in this source of power is felt more Ix'cause of trausjwit 
bottleneck, than because of its own deficiency, ftloveinent of this bulky commodity 
from tlio niinehead to the factory or workshop wliich requires this material is slow 
because of wagon shortage, slow turti round, and the usual labour troubles. 


Improvement I n the transport service by land, and much more hy wutei-, is 
thus generally admitted to be the prime need for remedying the present position. 
Steps are boing taken woaro told, to improve the railway transport wlucii suflers the 
worst from congestion, worn out equipment, and labour troubles. S(. far as .^hipping 
is concerned, not only is the earriago of a bulky eomimality like coal rc-latively 
cheap bv water ; i1 is tiossible to supply and suiiplement the domestic supj.Iy from 
outside sources, like .Africa or Britain field. But, for this, we must have ad-quato 
Bhinoing of our own, to be able to command and manipulate the tonnage to any given 
end atlnv given moment. It cannot therefore be mnpliasised too imuli, and ro- 
pealed too often, that one of the greatest and most urgent needs of a progressive and 
Lpanding natioivd economy of the size and llie potenti d.ty of In.di.- is to liavc an 
uptodato, adequate ami effic^-ut transport service m winch, .dnpping will occupy no 
secondar; position. With a to- stUne of miles, and witli coal freight running 

into milliorJs of tone, every yea. the vital importance of tin.i industry in o.r n.atnmal 
economy, in the proces.s of building up and being developcn. cannot tu- .stroseJ. i k> 

much. 

\u (whi. l. ni;«- ev.-n l.i-cnmo M.listilut.-) lu. (Ik- ]kaut 

avKilublc from cmI is 'u-Cric cK-rgy. Th« i.r.-s.-nt ,.i.(jK.t ,.l ( g.v l.y ll.e 

M stil.K UvaruK k-clric (Uul other soo. ees of |,nKl.,.e(Kg .-lee rie,t> .s , o,„,,,,ra. 

Uve- V terV poor. Large projoets, iLoxvever. .tie now m liainl tor Ir-r.ie.ssp.g llie 
flowhig w; te ■» of our pri.teipal rivers vhieh are evneetedt- -lel-el-se very sul-s,. 
tX tliis iudispeusal.le ..(Ijulict to .no.-ni iilduatry. ft is inueli more eeo,...,,,K- 
and efiieieut tluin steam powe r general. .1 fr..m e..a or wood .. el. TSeiea. . pul, m 

;;lop,dy in gelteration ami .e^n.,ieiC 

Itni n l,i^hat'"hrca|,ital.-.p.ipn,eut of our e.visling imlu. i.le.s worked hy .stea:n 
no“-'l would need t., ho radically ah,-..-d to la. ,h ate the u.s.- oi elec llc energy ,n 
P-XVig I h- I-la-h uiaelunery and eipiipmenl. But the economie.s resulting Irom tho 


US 3 of electricity as against steam ara so gr^at- in almost every instance, that even 
wholesale capital replacement of plant and equipment of these mdustnes would bo 
more than made up by the savings in fuel cost in a few years. The iiew projects of 
producing ol.-ctricity would, however, take years to be comideted. Ihc grow-th of 
expamiing industry ought not to be impeded for lack of tlus essential requirement. 

Finallv a new source of power alcohol made from sugarcane waste or as well as 
from other wild products of forests in India is ah-eady engaging attention oua large 
scale. India i.s relatively poor in the native supply. 



personnel, needed to staff and manage the work of new indu.stnes^or ex- 
ansiou of existing industries, in consequently lacking or in slnaf sui>i)ly. Foreign 



advice <ir active eniploynu-nt in tiie initial years. 

\ w, 1. njn-' feelur.- of the pro.seut administration in tlu.s regard is the re.-olve to 
cFcei-ni in Indie iii“Ii grade Training and research institutions, side by side with the 
pn-jc-e'.-d. il. velopnieut. Tltc lufk thor. ibre we now feel ol Teelinical 
akill in. the reqoired volunn- will nc»t be a haudieai) in the near future. 

in lie- <-ast- of r.iw nuiterials, moreover, local defu icncy can bo remedied by 
inn.'.rt from e.l.road. It is purueiil.irly easy, in this connection, as well as economic to 
grt (Vinn Those- war t..ru eoimtric-s of Kuroiie and from Americ-a whieli Juive a super 
almmlanee of sm li personnel unable to liiul <-mployment in their own country, 
afieini.'th 1 f war, tiie tecluii<-ians ami experienced scienti.-^ts w’c need lor 

the time tn-ine. 

Crrman sc-i.-nli'^Ts ami teclinieie. us, are available in large numbers. 'Fhey are 
believcil lo l.e elhcient e.s well as economic. This difficulty, therefore, wliich is after 
all "f ; temp'T'iv eiir.recter. can be i-asily overcome, and need not be made an 
<-x< u.-^e for d>-l,iving liie pn»gress <*f new industry or expansion of existing ones. 
The s\ St. Ill I 1 L'etUng our own young men suitably educated alieady, in feweigu 
fs. to. ic-^ or workshops, witli the helj) of State sciiolarships is also being tried. Its 
'*eu.-lit, however, would be realised tmly if careful jilans are made in 
advain-.- lor th- ir employment when tliey return after receiving such training, so 
tliat tiu' tr.iiu.-d iildividual and the country’s industry may benefit. 

file ii'M-d for trained Indian jiersonnel for siiipping is liecoming the greater as 
now it is becoming difficult to ivcniit <• rtitied otlicers and engiuet^rs from foreign 
countries. 

lii tie- peril. ulir ease of Siiip building, the necessary toclinieul personnel is not 
■ •utnelv 1 -ekiii-i. Ish r iu’.s tiial bccu. nrgcMl as an excuse for tlie }uesent backwardness 
lu til 't \ i allv ii--c'. S'.a-v for th(‘ nation. For the iiianuing of our ship|nug, the iieces- 
... •! \ •, rai,.i Hi i 'is.it uiioii ..f iJcek Ufficers was c-.staf .fished in 11>2G ; and fac-ifities were 
. to .\1 vine Ivi-'ineeriiig in 1935. Lack of suitably trained I'ersonuel to staff 

,1 uk o !!• shippitig -'iTvice cannot explain the yet undev.-lojied state of that 
.ii-ixir, . ■ ijuaii^ r of a ei iitury after the .Mereautile .Maiiiv Toininittee had recom- 


m' li'*.’ d i ll early l•stai'li.••iuuc•nt of a modeni, ad. quatc- shij)-])uilcling industry i 
liuh.., aiel ino^ressive • xpansiou of li'-r Mc-reantile H.'it to take a fair share c 


m 
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As regards the personnel for slup-bnildiug, the number of foicign technical men 
required is after all very small. Tlie Vizag Shipyard began with about a dozen 
Englishmen of all grades, and their number has been since leduted to f-even )n a 
Yard employing 4,5(J0 wc»rkers, sldlled and unskilled. 

(fe) Supply of f>HUed and unAkilled labour.— So far unskilled labour is con^ 
cerned there is. indeed, no lack. But the con<lition.s of vork in a moflern factory or 
work.shop. and tho alternative attraction of the traditional occupation in a'.'riculture 
to the bulk of these workers, militates uLminst steadii.v nicreasin-r in<lustnal labour, 
and tho efficiency and productivitv o* <be inrlustry, it i.s employed in. It is unncce.s* 
sary to go further into the factors w liicb atl'ect the regular supply of efficient labour 
in modern industry. 

So far as .skilled labour is concerned, apart from tlie factors inentioned above 
under the preceding item, skilled technicians are rapidly increasing m number. 
The system of Appicnticosliip bi many of the technical trade.s is bcinir widely adapted. 
Tho progress of the industry, in so fa! as it fleponds uiion th- adequate supply ol siie.p 
labour, i.s not particularly handicaiijuvl. 

The institutions, however, <>. u-chnical training, ami tlie organisation of ins- 
traction and methods of training there adopted, leave still much rcimi for nnprove- 
ment Tho procc.s.s also of co-ordination between the . upply of such trained l;i oour, 
and its permanent employment in productive iiuiustty remains y. t to bo achu-^d 
to the point where there would be lUi avoidable wastage of such skiL. Immediately, 
after the war tho Government of India embarked, upon an intensive p.dioy ot getting 
trained aliroad large uuml,cr of highly educated youths. But there was no 
taneous plan of industrial develoimient or cxpamsinu to absorb the.se young men a^d^ 
women after they received the; training and returned to this country. A largo mmi-, 
her of then., consequently remains either unemployed, or is employed in 
and on work not at all in aeordance with their training and experience. 
due to the lack of careful planning in advance. It is easily remediable , 
disparity is remedied, indu.strial advancement in so tar as it dopend.s upon tin .skilhd 

labour, would no longer be hindeied. 

(i) EfTirieufy of Labour. —Tho efficiency of Indian labour in industries alreatly 

Mt'.blishe is generally admitted to be relatively lower in comparison to the more 

adv^-Vh^ countries, and as.iudge.l by out put. The fault lies, not .^o much 

with the capacity of tho workers, but to his insutficient education and training. Ihc 

usual conTmions of work, and tho geimral habits ami customs of he people, also <lo 
usu.ii CO efficiency Tlie plant and machinery which m many l asus 

unconst o y workers share that sentiment m tlieir o\\ n way and appl> it all 

of our pe p . . I • work They lack a sense of indentity of interests in their 
unconsciously to their work, iney la Unibrtunatcly, 

employment; do so is lackim'. The war-time e.xponencv. however of 

however, even . . j ■ 000117 rv under American management showed 

modern the Imlian worker uas able to 

that, man ioi man, and I \,,ierican prototype. It gives sufficient 

yield mdlaibvorker would 

fhow thrs.uno or comi, arable iffloioncy as bis prototype in other eountr.es. 

Question 7 —(a) Pkase r/ife a broad analysis of the ,,resu,t position of small-scale and. 
Question . th- eemwmy of this country. 

(b) What should be the relation.'i between— 

(i) smalUcale and cottaye industries and agricuUure ; and 

(ii) smalUscaU and collage industries and large-scale industries ! 
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\^a. This question dealing with a very large sector of our natioiial economy. 
It is impossible to be epitomized in the space of an answer to a single question. 

Small-scale and cottage industries are still a considerable and important feature 
of our national economy, providing employment, — part time or whole time for very 
large numbers, and meeting the demand of a fairly large section of our domestic 
market. Only a very few of the existing industries are yet mechanised, working on 
mass production basis of standardised articles for an unspecified market. And 
even in those industries the small-scale producer is by no means extinct. The most 
notable example is that of the Indian cotton Textile industry, the oldest mechanised, 
the largest employer of factory labour, capital investment, and value of material 
protUic^. Nevertheless the hand spinner of cotton yam, or the hand-loom weaver, 
in the peasant’s cottage still numbers hundreds of thousands, if not millions. In 
iron and steel, cement, sugar, leather work, silks and woollens the cottage worker still 
•continues to carry on his ancestral or traditional industry, ^nthout modern machinery, 
"Without borrowed capital, without hired labour. In non-mechanised branches he 
still holds a monopoly. 


Whether this type of industry is comparatively economic to work specially in 
modern mechanised industries developing on large scale basis, is another matter to 
be considered hy itslef. The place, however, of the Cottage Industry in the aggre- 
gate economy of the country and in several crafts is unquestionable. For the moment 
at least, when there is a great shortage of the goods they produce, when new capital 
equipment cannot be got for expanding mechanised industry, and when they help to 
meet a good part of the local demand for consumer goods which their mechanised 
counter parts cannot provide their utility cannot be denied, their integral role in 
our national economy cannot be questioned. Not even the most ardent advocate of 
mechanisation in all inilustry can advocate their immediate liquidation. The Cottage 
Industries would, liowever, be more useful if their organisation is placed on a 
more efficient footing ; and they are worked more economically in the matter of 
tools, material and labour. At the present time they are in the hands of small men 
who are unacquainted with market conditions affecting their o\^ti production, who 
Are unable thenisolvos to take full advantage of all the facilities in Transport or Finance 
available, to them, and incompetent to master and give effect to technical improve- 
ments nr innovation.s occurring in their craft, even if worked on a small scale as 
cottage industry. And that is not for lack of public sympathy with them. Ever 
since the C<uigress started showing special attention to the cottage-worker, parti- 
cularly the hand-loom weaver and cotton spinner, public sympathy and a desire for 


more uctivt' aid to such workers are not lacking. But the competition of large-scale 
moclianiscd industry, commanding undeniable economies, has effectively impeded 
tluar revi\ al on any considerable scale. They have indeed no problem of labour 
disi-ont'uit, as tho_\’ arc owned by the indiviflual who is both owner and worker. 
But cottage industry is usually suhsicliar^' or off-season employment when the princi- 
pal ocrupati<iii f>t' Agriculture (hx-s not demand whole time attention. The work in 
the iiiilustry thu.s naturally becomes intermittent: it suffers in regularity of supply, 
or standardised f|uality. Its product, therefore, cannot command certainty of a 
definitf' market. U hey have, moreover, credit difficulties, lack of adequate working 
finance, and generally ah.scncc'. of organisation for purchasing raw material, stores, 
or imjiK-mcnt.s. It is utuu*ccs.sary to add, that in an old country like ours, which has 
been loriL' accustonH'd to a variety of small-scale, individual industries, the main- 
tenance nf both tht large-scale modern type mechanised industry and of the cottage 
industry .simultaneously is not only not impossible or unde.sirable ; it is, as a matter 
of iiiet. indispensalile for a balanced ocommi}' of the country. Our people are so 
acM uslojiicd to supplement tlieir income from land, — which is even tocla3’^ the prin- 
cipal source of livelihood for more than 4 oths of the population , — hy part time 
crnploynieiit in small scale industry, that no atuount of intensive inclustrial develop- 
in- nt can altogether do awav v.'th such industry. In other countries, too, the 
siiiiuhaiieous maintenance c»i large and .small scale indu.strios is not unknown €.<?., 
in .b'.pan, h\\ itzerlund . Sweden, which rank among the*! lijgbly industrialised nations 
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of the -irorid. The advent of electricity, moreover, facilititating tne de^ntralisation 
of power-driven machinery so as to enable its employment in cottage indi^try pro- 
moting economic production, farther supports the smaller scale cottage mdi^i7, 
whether as supplementary occupation or even as the primary source of hvelihoo^ 
In the Fiscal Policy of the count^, therefore, it would be undesirable to concentrate 
exclusively on the development of large-scale industry to the prejudice or extmction 
of the small-scale industry. Such an attempt would hurt both, and mcidentaUy 
would prejudicially affect the general economy of the country. 

So far as Fiscal PoUcy is conerned, Cottage Industry has benehtted automatically 
from protective import duties, imposed to foster the corresponding large-s^le 
industries. It is safeguarded upto a degree agamst forei^ competition along with 
the large-scale indigeneous industry. The degree of fiscal protection, however, 
recommended by the Tariff Board and accepted by Government in specific 
being calculated from the standpoint of the large-scale, mass producing, mechanised 
friduftry. is not always adequate to the needs of the Cottage 

branch: But the main danger to the cottage industry comes from the protect^ 
mechanised large-scale indigenous industry. If these small-scale industri^ are to 
be retained as integral and pemanent feature of our national economy, their handi- 
^pTl^ rSpect orc^edi^^^ fiLnce, marketing and organisation, as weU as teclmical 
training wS have to be remedied, before they can offer any substantial promise of 
adequate and regular supply of standard quality. 

(b\ U) Hitherto the relation of smaU-scale and cottage industry towards agri- 

culture waa that 

may be either better dovetailed P P Agriculture remains 

■one another so cultivation of microscopic size, it would be a 

-a seasonal occupation vath f scientific development 

waste of energy to f of livelihood. An alternative re- 
ef the cottage industry P • jnodern large scale industry and its ancillary 

medy would be to find Lthe surplus Iieing determined according 

services for the surplus population ’ relieve agriculture from dis- 

to some definite attention to its connected smaU-scale in- 

TsC r economy in the country as a whole. 

Even if Agriculture is ^ ad“ fo^ 

occupation the year \‘„austi v or small scale industry from Agriculture 

complete separation of cott.ige m - . instance of the agricultural 

would bo brought with . j-.jii timo in actual or direct task of land culti- 

population, who may not be enqu \ , employment in these part-time small- 

vation and crops gathering, special skill in this regard 

scale industries. , ..loved in this direction. The problem of Agri- 

would also be more prolitabiy en I thorelbre. lias its limitations which cannot 

cultural reorganisation and r<*sctticrr 

be Ignored. (.(ittuge iivlustry products compote with 

(&) (it) In so far as the J’”''** former would be at a certain disad'. antage 

the corresponding large-scale imbif. | latter. Labour and Equipment 

because of the greater econotuu--^ oor unit; work is bettor orga»>ised and 

engaged in the latter are moio ])0tter chosen. Even th market, 

•perenial ; raw material more a ‘ . ^ nraall producer. The latter takes 

unknown as it is, is more corlam ‘ ,^1 labour ; while the worker in the 

all the risks of his enterprise, an<l p wliolehearted attention to liis stipulated 

former takes no risks and so can devote mo 

time and type of work. 
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At the same time, it must bo noted that in so lar as the samil-scalo industry is th© 
special domain of highby glrillod craftsmanship, or artistic creations, there will always 
be a market for its proaiict which would be largely irrespective of comparative costs. 
Ho^v far such ind(istry is distinguished for its craftsmanship or artistry that would 
over-ride considerations of relative cheapness, is a matter of specific review and 
assignment of the value of each such industry’s product, w'hich it is impossible to 
-attempt in tiiis answer. But the claim must be recognised while assigning its proper 
place to each of these two categories of manufacturing industry as and when the 
entire economy of the comitry, incluciing both large-scale and small-scale industry as 
well as Agriculture come to be properly planned, organised, and coordinated infer se. 
The respective sectors wherein each ma}' flourish without prejudice to the other 
and wJxorever one may feed the other would then bo mapped out, assigned, and 
observed in jiractico to their mutual benefit and the collective advantaxie of the 
country as a whole. 


Tiic task of such allocation or assignment is not necessarily impossible. It only 
requires careful in^■estigAtion of the factors and conditions relevant anti patient 
consideration of the .suitability of each type for the jxarticular market wliich it has 
to supply. With flue regard to all other relevant circinnsttincos or factfn'.s afFoeting 
both production and distribution. 


An alternative function that may well be assigned even in planned economy, to 
snuill-scalo industry or enterprise,— not necessarily confined to the rural anfl cottage 
industi’ios, — is in tlu* task of repair, and replncement of modern machinery or in- 
struments of daily use gradually fintling their way in almost every home. The 
servicing’ , as it is callcfl of modern meclianical vehicles of transport, or the electrical 
apparatu.s, or other gadgets or devices in factories and workshops as well as homes, 
like the radio or granioplione, stoves and kettle, machine tools or motor cars, ia 
recognised nece.<sity even in the most adviineed anfl industrialised countries. This 
work is jxarticidarly llie domain of small scale enterprise ; and Indian craftsmen 
arc nc)t wholly lacking in the !iece.s.sary mechanical skill or understanding to tackle' 
such jobs. E\fry inoflcrn industry, even in those counti'ies is not competent to 
ufiect its ()\\'n repairs, renewals, or rcplacemcnt.s, for all the plant, accessories, or 
et]uipineiit it uses. DiffSe who do this ’‘.sorvicin;;” for them are different which 
naturally «'ark on small-scales. ithin the short time these services have come into 
us«! in India, tlie Indian artisan has displayed a remarkable aptitude in acquiring 
knoAvlcflge of the j)arts and their mechanism in all these instruments or gadgets, like 
the telephone, typewriter, and a ho.st of other implements of household as well as 
occupational utility, too niuiierous to be detailed here. 

In a properly plannofi organised and integrated economy, therefore, room may 
y ell be fuun<l a>.sign«‘d to small-scale industry side by side with lurgc-scalo mechanised 
in(lusti\ in tlie same fic'ld. Iho former would be rcservcfl mainly for such servicing, 
rei)airs, or renev al. of parts anfl accessories, at any rate where such talent or energy 
cannot be utilised for proflucing artistic ware or sixecial craftsmanship. 

Ihe jjioblem in cilhci' case of the relatioiLship of small-scale or cottage industry 

to Agncnlt ure or Jargc-scale industry is thus a matter of co-ordination, and allocation 

of respe(•tl^•o si.heif^ of utility to different sections of the main division of national 

eooiK,my. A seientifu- ^ational Fiscal Policy coulfl go a long way to faciUtato such 

assiv'oiiicnt (T allociitam and distrihution of appropriate spheres of work to each 

of tlu-se categories.^ But in that cu.so tlie meaning and scope of the comprehensive 

teini iisca! policy would not be confined only to according tariff protection to 

suitable or .selected industries, but v ould have to bo given a much widc^ comiotation 

which Hie rooted ideas of tlic present-day administrators of India may not be able 
quite Id appreciate. a wc 

M.nti..u has alroadv h.-oii math- of tlu- tendi-m-y partioularlv cluiracteristic of 
UKHI. n. . a,, am. so ualus.i; ... s,,I,t op larf^o-soalo iadostry iu.o its component parte 
. Id ooculoc I the same on , ■ soalo. This is helpful not only to provide theX^ ' 

t 
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J^^siblo employment of the country’s 

•material, saving m transport and t • , and diffuf^od industry 

generations past. With the help of decentralised mat l,^en 

lhanksto electrification of tlie ^ It was noticeable in India 

intensified to the general advantage of the coim o- t i.nportant for 

munitions, was over worked in all countries otherwise 

At this time local smithies were utilised for inoduemg 
Would be the product of large-scale workshops. 

Even in British and America, the mo.st of tonnage 

wMch needed slapping on a large-scale on account i 1 - > ..^sembled toge- 

hy submarine warfare, parts of .diip were ^ d the mainte- 

t^er at the ports into huishea sea-po„m l.rpe.srrlc. , ov er 

nance of small-scale cottape mtU.sH.v, at ihlc eith, I'ut v .11 acU'- 

land like ours. ...nint/ vessel or 

In the ease of the shipping industry, we may ^\ell^^^^^^ ipdustr\ in regard 
the cou.ttry cre.ft of today as ^ of larpcscuU- iu.lus- 

to manufacturing industries as a "koK^ . „snallv fairlv kirge in capacity 

try are to he fo...ra in the stcan. "‘■.'"‘'“'Y ' ^ ‘;,„,t„.r of hh ed labonv- 1' l''«'" 

with rapid op.rati...mmd.-mp oy...p j 1. p „„,n.fo.c. ..Idc to 

long distances, carrie s cargo in bulk, ‘ ' ; . , ^ Ou the otlu'r baud, the saiim, 

comp..rable to the h-rpc-sca.- V n;' r nerhaps. 5.1 or in.' t.ms ; general- 

vessel is usually small ... s.z.-, I.arilh ‘ „f r -lativ. lv cheap cou....o.l.tna, 

ly plies along the eo.ist .a.a'..-s .. s na -ina ’t .„,,nvo tam - 

is motived bv the natural for.-e of «.!'. 1.1 ^ ^ , j. ^ arilopeia- 

liesspeciidisii.gins,-a.farmgl.r..v.n.as. 1 d ' , „,.,i...ten..noe an.l those 

tionis .dso e<.mp..r d , VC y v. ry s.... . ■■ u ^ g.-.u.s as 

arising out of the terminal facl.ti.'sl.h..... „f ,,,a^.r^<...cy like a- 

those in connection With cottage luc I sir - imlustrv. to suiM'k-ment I'^’^^^nantitv 

it lias given the same service xviilmc the* e.aintry * ’ la 

required, either hcoauso of the ' ! of the sheer absence 

oAeplacement f marhm.-.y ; "f ''"m h V.■.■..■q..isit.■s. 

of raw material, teehiueul skill aim .it. r than the cottage 

Under such eircuiiistanees lin ■’’''1'''^ ^ ,p,.',n,.rii.e, and eont inning <>n' "‘r- 

mdustry in supple., ,.Mrti..gtl..-.'..M....> |- "‘ -^^ „.e qn.mt.t.es ret- 
rying trade of the e„..nt.-y 'iii,. i„.„ that' would otherw.se he wholly 

quired. This helps to maintam tli. eq'" 

"n aeeordiugiy i.e ..eee.>.;.y d’ weir,. 

power-driven merean.,leli,.,, -ot ■ ' ^ ^ 

— 

(а) in the jireeml 

( б ) in the long run. 

As already observed m au>\" i " ^iulh i<. till up the gaps winch the ‘>^kput 

gtancesjthosmall-seale indust ly, h- !'• at theprosent juncture. Ihe 

oftho mechanised large-scale its parts, or accessories, to renew or 

difficulty of procuring the necessary . j,i existing establisliment, or which 

repUco the ovor-worln^d or (...ase the units in exi.sting industries, handi- 

may be needed for new kt<iustnes or b ^ immediate expansion and suffi- 

caps the large-scale industry tai > 
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cieut efficiency to meet the entire and increased home demand, and dispense altoge- 
ther with the contribution of small-scale industry in the aggregate national require- 
ments. Even if the Exchange difficulties, which dominate the present foreign trade of 
India, do not continue to be as acute as they are today, the procurement of the requi- 
red machinery plant, or equipment, for establishing or expanding new or existing 
large-scale industries would be an unavoidable difficulty in the prevailing conditions 
in the countries producing such capital goods. 

Every new industry, moreover, that has been established or proposed to be estab- 
lished by Government themselves, on a national scale, meets with this difficulty. De- 
lay, therefore becomes inevitable in starting and working such industries. For the 
private enrekrenexir this difficulty is far more serious. Hence while the present cir- 
cumstances continue, the cottage industry functioning on a modest scale, and specia- 
lising in supplying th< market in its immediate neighbourhood must continue to 
hold the field even irrespective of artistry or craftsmanship. 

(6) How long the present situation will continue to restrict output in the leading 
producers of capital goods in the world, and how long the present Exchange shortage 
would impede world trade is difficult to say. Any long-range planning, however, that 
•can be foreseen at the present time, will not be able altogether and should not dispense 
with allowing considerable scope for small-scale and cottage industry, which the 
ardent enthusiast for mechanisation and standardisation is apt to ignore. 

For the modern mechanised large-scale mechanised industry to succeed many 
coiiditions are required, not all of which are floiuishing in this country today. Such 
requirements of the relatively small-scale industry, on the other hand, are easy to 
meet from local sources. In the long-range, therefore, such industry has a future, 
either as adjuncts to or supplementing large-scale industries or as specialising in art 
works or craftsmanship ; or finally serving as a kind of stopgap every time the product 
of large-scale industry is unable to meet local demand. Anyone of the three functions 
that the small-scale industry may continue to perform may keep alive tlie industry, 
whicli on stricth' economic grounds considered in the abstract, may not hold its own 
in ccun[)etition with tlie large-scale mechanised industry. Long-range planning, 
tluTcforc. of the national economy, paying its proper share of attention to the several 
sources ol' prodtielion for primary and seconffiiry commodities, must not discard al- 
■togetlicr tlic po.ssibility of such indu.strics going on side by side and without undue 
comjjctitiou with large-scale industry contributing to the national wealth a fair pro- 
portion. 


Atti'ntion is also invited in this connection to the pamphlet — Industrialization 
Sch<*me in Ihvo P.irts - published by <nir Organisation in July 1949 where the position 
of sinall-x ,;!»• irebisliies in relation to Nation'll Income has been analysed. It has 
1m<mi sliiiwji iliiit iti« < im* from small-scale or rural industries may be expected to 
ri'C 'ioj;, li-,. I’.’.n t i<.n-s to Ks..')<H) erorcs in five years i>r Rs. 1.5(10 crores in, ten years, 
il ' !u' < e-Mani/.iii i< >ii's seheme for rural industries is implemented throughout the 
couiitr\’. 


Qm ftti'iii S> riUnr A {it). — Phti.'it t uuuurak the small scale ami cottage, industries which 

jioii >amlii like toiUvlojii 

(u) as suft.'iitiiarij to agrirulfurt ; 

{h) as sii pjilt /m ntart/ to largc-scah- indvstrus ; 

{r) ns nthtr iiid' jjf iifh )it iinit,-i of production. 


As jLiri'.uly statrd in answer to tlu preceding two questions, small-scale cottage 
iiid'i'irv \\iiul«l n-niaii). an inlegml part of our rural economy. It may be connected 
V '.'h or tl. pcnd<-nt upon agri> nlture for its jirimary requirement.", or may be indepen- 
'* aLuiciilt ur*', In .vu iar, as it ])rl>^■ides ofl-seasoi\ I'liijiloymcnt to the 

!i * i.ni[»ulsoriJy i lli- during \hv montlis of the year when farming work is 
e ■. and ln'ljjs sub. !,.iitl.!iiy {o suj)j'leim-ut tlu* family budget of the agricu 1* 


«eu 


1 1 
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In fofor. moreoner. an any sm^ ea^y a^alltaWn^™™*! fE- 

sl?i,rrarcSy-sr™:r.'r™„ua"-i. .e-..'».. •« p'- » 

rural community will be undisputed. 

(a) Wlxile shortage continues “ bHegle^ 

the contribution of these Urtef counterparts, so long as at a^y 

.therefore, be supplementary to . ,r j . so long as the home and the school 

country i; not /holly '“"8 - there 

Of the industries which g^^' blnd^'andX^^^^ of 

■the outstanding one is that <>l or alive. Large-scale Dames 
©very tiling else made out of the y ^ natural place of cattle . 

are. indeed, not unknown nor the soil almost as much as they yould take 

be on the farm, where they would Dairy industry and the numer- 

from it. The immense possibility of a | -rv is not yet as fully reco^ised by 

ous products that can be made oo*" ®f ^ prhicipal source of edible fat— ghee 

he Indian agriculturist as they might be. though India is, generally speaki^ 

or^lrmed bitter, is derived from to" slaughtering 

■ crafts connected with the [irtw as alubsidiary to Agriculture, thou^ 

tcnnncccf.he n.ujb..rry „«• cottage craftsman. 

Rr w cotton is also an agricultural '’r’tfnduMry ’’ in"!ma"c'iy ToS'/yA 

'‘""t^.r^en , p 

“ Whether rve regard tho ::u:So^;r.;:/u‘^u£ 

p/^i^h^rS^ <— lament 

^°Tilst the same may be sai.l of Ids/u^^r^^ 

";. This.t.K., '' 7 ;!fj/;;;"-'"r:;.t’; as''iUsm'./«o supply local nccdsaudtbe 
an integral part of rural oconon 

•immediate market. ,,rimarv production of land, 

For the rest, industries wldeh "'”„j jiie surrounding seas, may be or- 

minesror forest, r of the - "I “'‘/n^-:! c-tuny of tho country irrespeettve of 
Chertteytre cTssed subsidiary or independent. 
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As already observed, whether these industries are organis-ed as subsidiary to or 
independent of argiculture, most of them do at the present time serv e to make up a 
considerable jiroportion of the deficit in the country's requirements of the articles 
manufactured from them. 

(6) Production fr<'m mechanised industry, vvlialever their possibilities, is fulling 
far sluat of tlie icquireiuents of the counli;v as determined bv‘ a roa.-?oiuible standard 
of tlu; necessities and Hmenitics of life wliieli must l e assiatd to (.vtry citizen V^y a 
Goveriuiient eallitig itse lf civilised. Frcmi tliis point of view, even sudi an iniporlant 
industry as cotton-.s] inning an.d haiul-ltioni weav ir.g, sericulture and .silk mar.ufaetnre 
and woolli-n, leatlier goods m;iy be regaidod as suppk-nu nliiig tlie j roductic'n of the 
factory and workshoji v\ork< d bv povvvr elriv« ii mr-chinery. Pi’odiiel.' tV<-jn the bonesj 
hoof, hair, entrails of animals arc laigely cottage .‘•caie work. 

(Jenorally speaking, industries eonotnud vith the ri j:air inainteuianee cr renevval 
of tlu‘ j'urts of niaeliims <ir inst-nmienls used in modem faeti-ri' \rliii le.*-. cr other 
forms of home eepiii incut, inav l.t‘ orgauixd as snj pleim-i'.fiug t)u‘ <-m] ut (<1 lie fac- 
tor ie“s and weirkshops, 'J’hc sc may not be* r elding to the total a olume' e f ihe ])i-o(lue tion 
by tlumiselvos. Tliey are-, 1 io\m\ cr, use ful in enabling tla- main. ee|uij nu-i t of yield- 
ing tlu'i f»ptimum re-sull.s wliieh, w ithout tlie'ir helji, will n.('t Vie jibh* to re rele-r. 

(c) In the jiamphlet em ‘Industrudisation Scheme for Rural areas’, the Orgo- 
hization has given a variety ejf smedl-scale and cottage industries from which ei choice 
couhl be maelo for rural areas. It i.s ne»t ncces-sary to repeat them edl here ami a copy 
of the publication i.s S(?ut lierewith. A fe-Av oxam})Ie^ may, however, be mentioned 
and tliew are : eonreetioner3’ — sveeets, brushe^s, but.s, and caps, laces, laundry and 
cleaning elotlies. oarpenting and e-abinet making. Agarbathi making, painting on 
f)!anks and glass, jiearl fishing. 

Qvfsdofi 10 . — cotlufjt huhisiries do yoxi covsidtr specially sxiited for export pur-- 

ptoses ? 

As roinarkeei ui answer to anollier question, those small scale or cottage industries 
whieli sfx-cialisu in artLstic production or skilled craftsmanship and which may be 
more" or le.-^.s imicjue in this country would be l.iest suited for ]>roviding an export 
eurphi.'>;. 'I'hus cai-})et making and all analogous articles, carved work in wood and 
ivorv of alt kind, .'shawls and embroideries, even now command a good market in 
foreign niaikets. The producer needs to be organised properly, and his work needs 
tc» b(^ standardised so as to admit of clear cataloguing detinito quotations, aiul re- 
gular supply of re(]uiri‘d cpiality. The arti.st is in all countries, and ha.s been all 
thremgh tlie age.s, not a l»u.siness man ; an<l so, if in this commercial age. this great 
hundicaji c»f deficiency is to bu effeetiA’ely reme^lied, the State would have to come 
to t he .is.-istaTue t)i' sueli produeeis to enable their c*reations to find a profitable mar- 
ket. ii not at home, at least abroad in those countries which have learnt to value 
.such prcxluets. 


In a del, died repr<’suutution on the subject of promotioji of export tiade in 
prodiKis of cottage indii.st ric.s, the Organization has suggested among others the 
follow iiiL' nwasun-s : 

1. Si-ttini: u|) ot a (Vtumiittec t»f three to five member.s with adequate staff 
(/) to asci-iiain the t^xisliiig and the proliablo future demands parti- 
cularly from dollar and hard currency countries of products capable 
ot being produced in ln<Iia, {ii) to ascertain tlic sources in India from 
where siicli it'-ins could lie procured. 

'J. * 'onstitutiou ol Pn»\ incial Export Promotion Grouji or Boards wdth liaison 
in the districts. 

1. ( I'catiou ol a (’cntral Board to Co-ordinate the w<»rking of different Pro- 
vincial Groups or Boards. 

'. Jii.'le.ldi.shinent of an Export Credit Corporation to provide credit facilities- 
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The following items may be cited as a few instances which may be considered, 
:as speciaUy suitable for export purposes : 


Pood products 

1. Mangoes — canned and fresh. 

2. Guavas — Jelly and Cheese. 

3. Jackfruit, Custard Apple. 

4 Nira and Tody (bottled similar to 
Champa-ne industry of France ; here 

research by the Technical In-stitute is 

necessary under Government control.) 

5. Mohoura Jambul, Sweet Lime Juice 
(sunilar to Sherry and Port Wme 
Industry) same as above. 

6. Pomfret and other Indian fishes 
canning (research neessary.) 

7. Indian .sweets — canned and hy- 
genically prepared Jallebi. 

8. Spices. 


Miscellaneous Products 

1. Metal Works from Jaipur. 

2. Ivory Works & Carvings. 

3. Sandle Wood Carvings and other pro- 

4. TSefsoap (Khus. Sandle-wood! and 
other Indian fragrance. 

6. Ladies’ Sandies. 

6. Sari. 

8. Snake, crocodile and tiger .skins. 

9. Indian carpets— Sikkim. 

10. Kashmir Works. 

11. Attar Perfume. 

12. Coconut shell products Imttons. 

13. Indian Art Works. 

14. Wild Animals. 

16. Furniture (Steel, Rosewood). 

i j- , tni-nr-scale industries is in any way 
^ue^ion 11 . -Do If «o. pleas, slate ton. and 

tuZ eiunt they have been so affected ? 

1 in production 

Protection of large-scale ■"“'tl c'fir’^'nlac ■ in shutting out foreign competition, 
of standardised articles, results ui the hrst p a< Cottage Industry 

urigina„y designed or calcu.ated 

so .ar 

such protected industry raises the „r prcluction for the corrM- 

these Portlonai^r-ch higher^ and so places rt atad.s- 

advantage in the coi p produced and standardised article 

The relative cheapness moreoi cr .d l^ l ^ handicap of the s.nall-seale 

of large-scale industry adds to 

, 1, aialc or foliage In.lustrics, wliieli it may ho 

For all these reasons those s. ^ _ r-cononiy to nlauita.n ahercver 


{rd;:i.u;^ic -nipetitum iron, lai^e-seale ^he 

3y“bo eifected l.y any fiscal ''l-;;""";";;,. i,„lu»tiy. providing more efficient 

State nan render l.y l>ropcr "■!!■» ,.,„i,hh-», and arranging ior proper marko- 

L)la or equipment, "“'‘'""f h.r tlio disa.hantage of compotmg w.tli meohamsed 
ting will go along way to make u, 

productiOD* 


152 


Question 12. — What in your mew are the main handicaps frot which small scale anS 
cottage 'ndustries suffer at present ? 

What steps looutd you recommend for the removal of these handicaps, particularly with 
regard to : 

(o) supply of raw materials', 

(6) supply of technical skill; 

(c) their technique of manufacture; 

{d) their structure and organisation; 

(e) supply of finance; 

(/) marketing facilities; 

(g) any other form of assistance; and 

{h) possible competition with large-scale industries. 


(а) Supply of Raw Materials.— Tlhe difficulty in regard to the procurement 
and provision of raw materials for cottage industries has already been noticed. The 
assistance that the State can render would be most effective in the shape of securing 
Bomo sort of a quota, or acknowledging preferential claim on the local production 
of stated quantity, reserved for the small producer. If the latter is properly or 
canised into co-operative craft Societies, the aid given by this means would prove 
much more effective. It would at the same time be much easier for the State to 
render By establUhing a quota or making up a reserve of a given portion of the 
raw materials of suitable for such artistic or skUled product the cottage producer & 
outimt and efficiency would be much improved. The prices too may bo withm 
limits so that the disadvantage noticed above under which the smaU-scale producer 
labours in competition with the factory product, would be to a large extent mitigated, 

(б) Supply of Technical Skill.— In this matter, Tradition has accumulated 
enouiih understanding and technique for the ordinary cottage worker m India to 
stand in no very great need of outside assistance. In fact, the technicians, versed 
in modern methods and machine work may not be ideal for effective assistance to the 
traditional worker. In tlie selection of material pattern-making or workmg up of a 
desir^n blending of colours, and anv super-erogation that may bo needed, the hoary 
tradhion handed down from generation to generation of an endless chain of workers 
stretching back into dim vistas of prehistoric past, is more than adequate to meet 
all the requirements. What is really needed Is general education, and better in- 
formation on the scientific conditions affecting the industry in this country and out- 
side so as to enable the accmmilated experionee of the dratt to find better expression 
iu a form more appropriate to the present age. 


If adfUtioiial technical skill, however, is to be provided in the shape of organi- 
sutioji nr.^ tlie Imsiuess side cd the industry and use of modern inventions suitable 
lo .small scale iiulustries, e.g., elctriral appliances it would be not only welcome, but 
woliM bo a material hdp in impmvinL' the conditions of the cottage workers. Sound 
businc.^s-likc' organisation incliulinir stamlardisation of (puility, pattern, texture, and 
ded'm ol' product of cotta-c industry particularly for the foreign market, so as 
to cM'^mc a slcadv demand and export i.fsm'h products with the help of co-operative 
or (bAcrnmciit agem y vorkin- tliroiigh Directors id' Industries in the several States 
aii'l J’liA iucca is aimmgst llu tir-t pio-n quisitcs t»f the successful maintenance of 
Lmlu-trics in all li« l«l.s in wiiioli they still strm^de for existence. 


(f) Their Tcchni({ve of inainifaclun:. — 'rif renuoks inado under {^) will, if 
anvlhine. a]>plv more fom.fully hi-ic. The ti-ihniqm- commonly jjiirsued in the 
!mii Ihratl- ol Uiis country i- ir.iditional and iig*-s-oUl. it is, generally speaking, 

. -iiti mid sutlicient, not only for the ordinary requirements of the immediate 
1 1 ill the ncitfhbourhoi ,il <d the worker.s. I>nt even fin- markets more specialised 


.1 


I 1 


j la ltfT ers ll urlistrv. 
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This is not to say that there is no room for improvementin technique particuUrly 
in labour or time-saving methods of working. But such improvements would be 
more feasible if these industries are organised and operated as full time occupations 
for the workmen concerned, and not as subsidiary supplementary of season trades as 
compared mth the primary occupation of agriculture. 

Here again, is a problem in organisation rather than of remodying any parti- 
cular handicap or deficiency of the work or the worker, .^d this organisation must 
hHart and narcel of the aggregate national plan rather, than a part of specia arran- 
geTn rS to any parffcullr industry. For it would only be in a co.nprehens.ve 
fational plan that due place would be assigned to each of these forms of production; 
and protLtion encouragement or assistance could be guaranteed to them so as to 
Sd to the aggregate prosperity of the country as a whole and at the same time make 

for the success of the craft. 

id\ Their structure and organisation . — Having spoken all this time of the 

great need for proper organisation in grouping the work and workers mto smtable 

®ec<^nomic units ; in providing them with adequa e and appropriate raw materials, 
economic ’ . obtaining sufficient credit or effective marketing facdities 

stage sp JifloaUy to dwell upon the strueture and organisa- 

tion r^essary to maintain and develop Cottage Industries to the optimum level. 

Our orgaS^ation's industrialization scheme for Rural Areas already referred to 

points to the solution in this connection. 

(e) Supply of Finance.-rhis undoubtedly is a great handica,. of the small 
1 wh in regard to the initial and m the matter of working capital, 

^ale „ sina^f scale producer, the worker is living from hand to mouth- 

Hrc^rSiot afford to lock up considerable part of his capital supposing he has any, 
S car^ffig or. the process and accumulating the products oi Ins own industry. If 
m carrying o f it^blc opiiort unities for promptly marketing his products, 

‘l!” "'h’ “/I' 

regular financial help or cre.lit laeil.t.es are mdispensable. 

These facilities may bo l.est provided for purcha.sing raw materials tools, im- 
iiiese j ai,,. of realising the sale proceeds of hmshed gooils. 

p^lements, a of work to - ^ SocictL of craftsmen, integrally 

The best way to do so t^e country, culminating in the establish- 

S'^oKh cenTJ tho Reserve Bank or the Industrial and Finance 

Corporation of recent date. 

• The cottage worker, moreover, i.^. generally s,)eaking^ heavily in debt, for in tlie 
The pottage N'o > liecline in crop production tliat 

vearB oi intiatioii aiu I . .i4rr iioiltnristi mjifln fliiriiiLf tlio war. 


prospeiitijt ^ alinost an eternal burden in almost every rrovinco 

pated ; and the dc > ’ li.^dslation has been enacted to bring relict to the 

and in many a • ..r-.ftice Imwi • t. the benetit oi such legLslaliou i ..s 

indebted agrieulluiis '„l UuMnon.-v-lemler, though weakened, is by no means 

been very ar- not to he waste.l in lightening or removing 

at an end. it im n ^ ^ ,|« l>t, thoM- who proVKle .such hel|) would have to 

the loi new proiluet ion, and not for meeting ancient 

indebtedness. 
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institution \rith special devices, forms and instruments to mobilise, collate and 
provide both short-term and long-t-erm credit to the cottage worker seems to us to 
be best calculated for achieving the objective in view. 


{/) Marketing facilities . — A number of products have already' come under 
special legislation providing or regulating marketing of several rural products. The 
most important of these is certificate of quality, transport and storing of the commo- 
dity, and incidental credit. Though most of these relate to agricultural produce, or 
products of industries subsidiary to agriculture, these industries are concerned with 
Avhat may be called manufactured goods, which greatly demand appropriate mar- 
keting facilities if the producer is not to be needlessly* handicapped, cheated or ex- 
ploite'fl due~s. The experience gained under this marketing legislations may well be 
utilise<l mutatis mutandis for tins purpose. Marketing Boards must be made essen- 
tial features of marketing of the goods. 


{g) Ant/ other form of assistance . — Under the forms and devices of State Assis- 
tance, protection, or encouragement to cottage industry already mentioned, no 
reference has been made to guaranteed State purchase at a fair price of the whole or 
part of the protlucc of .«uch industry. Nor has any stress been paid on easy and con- 
venient transport — rapi<l and suitable c.g., refrigeration in rail wagons and road cars. 
The State is a large and growing con.sumer of a large variety of articles a good many 
of wliicli i‘an be aihautageously, or even economically, producerl by the cottage 
worker. Without unnoces---ari!y bunloning the country as a whole anrl the average 
tax-payer it wotild be ]>osslbk' t(.) introduce a .system of preferential or assured pur- 
cha.se of cottage industry products by the State and its public servants, which may 
secure a certain ciefinite niarktjt, so to say, for these wares. It would sulRce to ensure 
continuous employment which is one of the greatest handicaps the cottage worker 
has \o face to-tlay. The State demaiul f<ir tlieso article.s moreover is likely to grow 
because of tlu' changing conception of the State, and increasing scope of State ac- 
tivities an<l functions. And the State in tliis case does not mean only the Central 
Government of this country and all its ministrie.s, directorates and offices; it also 
couijiiiscs all the Provincial and State Governments, municipalities and district 
boards, a.s well a.s a growing host of statutory corporations specially established for 
Bpecilic purpo-ses. like the Damorlar Valley Corporation, the Industrial Finance 
C'liporation or tiie Electricity Board, the Water Board etc. These in their aggre- 
gate will make a demand fi>r the products of cottage Lndustri(;s, the dimensions of 
which it is imims.sible to gauge to-day. 


fhe iissistaiu-c, therefore, which the State <‘an reiuler by legislation aiul e.xocutive 
a' tiuM \\()uld I'l- tuucb too considerable to be ignored. This siigtrestion may, there- 
lore, be .syini'allM't'i ally considered hy this Commission. In the case of Services, 
ratlicr than industries, this ki-ul ol assistance may take the shape of taking up, on a 
'J’laii.'-jioit futci jiiise for i-xanipic a certain gviarantecd business as freight for stores 
and troops or .•-ub^idy tor mail.s. or spj'c-ial tare for pas.scngers. There are many 
niluT similar lornis ol sm fi aid, wliic-h could be easily provided if only lliere is a will 
to do so. 


\/,i l'n.-.sil:h fiiiii /•> ( >! !' m hity i)tdu-<triis.- —\\ o ha\c already referred 

io Uii- p<isdbilii\- wliilo ilo.diuL' with lla- iolati\c position of laru** stale and cottage 

iiiit cvfii tlu'i'o a s!itr;_;t.st ion has bcon made to tlu* otVci t that it is pos- 
.-i‘ S' io fi apart a speiiiic sartor ot tin* piddir croiiomy Itir tlu- hciiclit of cither of 
; 1 ' I Ot >t it s. All’ I r\ cn it t luit In- not i r.-i' lily Irasiblr it is possible to rccou- 

liu'ii I • iiiiMc-uno iiitri*--!-. it tin- I'.atam d rron -y is rari-lullv pl;nnied, and the 
i d .w ■ t .i a r ' tlriuai ' a t rd r I >"1 ; rd Ml i»\ ua 11 V so a.s to 111 iiiister to their 

and at tii‘- .'amr time stimulate national prosprrit\^. 


Ik* 



Q^eslion 13. -WM^ are vilh "fonign 

countrie'i are negotiated ? 

The small scale industry would on tin- basis given above, 

supply the balance of domestic needs not eraftsm^nship which makes the 

case of some special market. In 

product somewhat unique would it ‘ j possible preferential treatment 

Che latter case, trade and a speciality 

f r Slicll — Tv^it^rf 11^ fi. ITlfinUCr Ol Spi^OKlll^ l ;a_i ..^,1 

of this 

scattered all over the land, and work g . Jnaintain standard cpiahty 

possibUities. make proper advertisement f„,. He may have here- 
to meet the vaiaous needs of the sot em «> ^ the commer- 

ditary or acquwed skiU and ?'^aftsma^ ^^p his wares properly, maintain 

cud age m which we are ,ioinestic and foreign consumers, he would not 

catalogues and contacts with ^ af^ainst the large scale producer. It is, 

be m a position ^ 1' u ^ of prefenntial treatment be given to him by 

therefore, necessary that some km I P . ^ ground, and carry on hus craft 

::gr '■*■ 

We hope specud steps may be ^lus^^y by way^ 

artistic creations. Preference may ^ ^vithin the country ; or obtaining it from 

adequate and suitable raw ^^^er al. uth t ^ ^ .-o.luced. Financial as-sis- 

outside to enable the highest ^ ^ot i,e troate.l as in any iniy coming 

tanco or credit facilities f “ i ! , ohjeetive of any sm-h trade treaties, 

in the way of freedom ol trade, it tliat m ti J . . „ • . 

1 (* tln*<e iiulustries are likely to Imd thou 

Within the country, the already observed repeatedly, tliey meet 

greatest demaml. At the present t", » continue for some years 

only the gap in local production. even m the inosv 

before large scale industry is i*’*!*^ of thoe iiidustncs may nest r\ e to 

advanced industries. Hut fo,- the craftsman.ship and bcaut> ot 

be protected and maintained lor survive in a regime ot absolute fieo 

their products, which cannot I t,»Ues the shape ot import duty, 

competition. Almost every P*"*^*^'*' ' the raw material, sm h as cotton. 

IV on the finisbed goods, but 'j latter imarantees a .source, 'd supp > 

the former is automatically pn'ti ,„.oclnecr. A worker particularly cxeclhn- i 

of the (puditv rccpiircd l»y the sma I ^ ^ tpialilv and m the (piantity he is 
quality of product mu.st have t he - - b mJ <d l,is 

accustomed to work with .1 he is j ^ ,eganl to eompet. ioii ''P*' 

then he has his own handu ap- a I I ^ ‘ ‘'abled tn 

larger producer, boll, at iMum- and • j., |,i,„ p, some smli lorm meluduiL 

that competition if State assistance '' P;;;;;^; it is of the utmost ..nportauee 

a guaranteed demand iur his out aU- organised .listnetwise or picn me. w isc 

that the cottage industry '‘^. .,li,,tioM. >!an.l..r(lisatu.n a.id 

That would help to t.e o thecottug. 

«u-ilitv whi<-h wouM coimti-rbala.... IH , . l 

quam> wiu' i* ^ ^nuuort sin;u 
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Sectiok B 


Policy of DiscrimiTiating Protection and its Application since 1923 

Qitestion 14. — The. Fiscal Commission appointed by the Government of India in 1921 

recommended **that discrimination should he exercised in ike selection 
of ind^tsiries for protection afforded, so as to make the inevitable burden 
on the community as light as is consistent with the due development of 
industries.” on the strength of this basic principle the Commission 
decided that an industry seeking protection or a.'isistance should satisfy 
the three conditions enuineraled in paragraph I of the note. Besides, 
tariff protection, the Commission recommended also certain non-fiscal 
measures. Are you satisfied that the policy recommended by the Commis- 
sion uas fully implemented between 1923 and 1939? If not, please 
enumerate the, main deviations from the policy. 

Not all the industries that could deser\'e and which had asked for protection^ 
on this basis, received anj*^ adequate protection during this period. The basic aim 
of the Commission’s recommendation seems to lay undue emphasis on the “burden 
to the community” involved any system of fiscal protection ; and does not appear 
to give adequate weight to the countervailing factors resulting from the successful 
establishment of a protected industry. 

Apart from that, the Commission’s recommendations to investigate into com* 
plaints about certain obstructive practices against Indian enterprise adopted by 
non-Indian vested interests have not Ijcen properly dealt with during the period 
mentioned. The aim of building up our national economy to the point of self- 
sufficiency uhich is relatively' under-developed, does not seem to have impressed 
the Commission sufficiently with its urgency. At the time that Commission reported 
the governance of India was in alien hands, the interests of whose nationals often 
wont counter to the interests of India in such matters. That Government, therefore, 
naturally omitted to take effective obvious steps to build up, in all its sectors, as- 
pects and items, the national economy of India to make her self-sufficient at least 
in vital matters and essential requirements. 

For the present Commission, however, when the country enjoys full indepen- 
dence, aiifl the ])rimary, if not the sole, consideration of such policy must be the 
interests of India as an independent nation to adopt such a limited objective or out- 
look, will not be helpful to the fullest possible development of our national economy. 
While Government must ignore the burden of an active jjrotectionist policy for in- 
tensive, all round industrialisation on the community as a whole, the resultant 
!)enefits of progressive wliolesale industrialisation, aivl the consequent establish- 
ment of a more balaneed economy slunild also not he under-estimatecl. The burden 
<tn the community moreover would he short-lived and steadily diminishing. Tho 
bonetit, it is hoped, v ill he ahifling and progressively increasing. 

Influstries of vital importance to the country's <lefence as well as to her normal 
peace-time economy stand in great need of protection, which, however, has liithorto 
l)een de.nied them— except under the very j>eculiar conditions of a world war. 
(.’hemiciils and non-forr(uis metals, to give but a couple of examples so obviously' 
relevant, had not received, until recently, the protection which their place in tho 
country’s defence as well as ]>eace-tinie economy demundcfl. Even the glass indus- 
try has been .somewhat tar<lily taken up for protection this year, having lacked it 
all this while. Industries specialising in the prorluetion of scientific instruments 
and apparatus of all kinds are yet other important examples of a key industry which 
lias not received the measure of attention that it ilesei ved. The automobiles and 
aircraft are more recent additions to the same list, while the group of armament 
industries, which would, in any case, be State ownoil may also be added to amplify 
the list of illustrations of the iiulustries deserving protection but not getting it. 
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Of the particular industries which have not received the fuU benefit of the po cy 
.recoimnended by the Commission, and adopted by the then Government of India 
-or whose claims have been overlooked despite the accepted policy, ® 

Indian shipping enterprise, including the basic industry of modern 
deserves sSial mention. Of the many restrictive practices, which the earlier 
C^mmissioriiad themselves noted, and which have effectively prevcntcil the g^outh 
of the Indian shipping enterprise to anywhere near its legitimate dimensions, the 
outstanding example vL the “deferred rebate” system. In order to secure certainty 
orservdee to tL shipper and continuity of custom to the ship-owner, the system va. 
evolved whereby a cLtain portion of the freight paid on any consignment was re- 

TnTr s ge«Lg anv bustes^t: lull even in their cu n eoas.al trade ; and as s^h was 
resented hv tlie Indian competitor when lie came into the held. Notvith- 

this strong opp'osition the syste.n has not ye. been legally 

abolished. 

Of the direct encouragement by payment of special subsidies r y., for carnage ot 
•1 * tna trnons DubUc scrvuiits or labour needed in public factories oi aork- 

Tot ttre is stilf no^ign, though each of thesis are recognised and reeommendo<l 

means of developing the enterprise. 

The AlereantUe Marine Committee of 1923 had reeommejided -steps like 

* itrtnntios cheuu loans etc. to facilitate an early astabhshmc.nt of an Inrlian 

construction b . c*reation of a suitable morlern type ship-bmidmg industry 

Mercantile ft . r ^ conditions for such assistance or protection to new industry, 

'V‘h%r F scal Commi^^^^^^^ recommended were present, and are still present 
which the Fiscal national industry. The recommendation 

as legar^ was made ‘Hi vears ago. Nothing worth the name has jet 

by the official ^ of "this pro<rrammo, except very restricted facilities 

been done to accomplish tr^Utiuir institution World War II rammed 

to tram the necessary staff frontiers and run 

in still further the sovereignty hv- this 

Indian ^,,V,h.nent and d.nolop.nent of sueli an industry witl.iu the 

country makes the . r the naval defence of our shores, but also 

country still more I IJar for which we have today still to 

to serve as all World War 1 1 had ma<lo the nee.i mmw great an.l urgent 

;;xr 



trs&y 1; 1.=:;^ ,:2:'i:;;::r=£= ::::s 

not been ' ^1 to those on industrial raw materials reqmrod tor 

gooils have been le.ss than oi cqu (Government in the ease 

making them. It living a fillip to loeal industries ju-odueing sm-h 

r 

"-i;£ E,r,.":' SrJlX"’ 

.... 1 - s.wt Jt« workiiu' have been indicated in ans''ers to the 

The <lefeetH of this policj however, be reiterated hero that the 

t^everal questions already given. It maj , llOwe^ , 
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factors incnlioued iu tlie first of tlic three coiiditions laid down, by the Fiscal Com- 
mission are only of an illustrative type. It was not the intention of the Fiscal Com- 
mission that any f‘ne nr all of the factors shoulcl be necessarily present in the industry 
seeking' protection, llie Government, unfortunately, placed a too rigid interpre- 
tation on tlie condition and stressed in recent years that as a rule the principal raw 
materials required by tlie industry should be present in the country. Thus the glass 
industry’s pica for i>r<)tettio!x was turned down on the ground tliatone of the principal 
raw materials, namely, soda asli uas not produced in India, though the industry 
pos.sessed all other natural advantages as woitld enable it to develop and establish 
itself ojx firm line.s in the ci.mrse of a few years juovided necessary tariff j)rotection 
or as'^lstau' c was exteiuled. 

Qu(-'ilinn 10. — Oo you agree with the upecijtc conditions laid down hy the Com- 
mission that normally protection should be. accorded to an industry only 
if the conditions referred to in question 14 are satisfied ? 

'ria* ».‘onditions jirescrllied by tlu* Fiscal Commission, arid adopted by tin' tlicn 
Gf>veriunent of India, for graiuing protection to any industry luul been dictated 
by an outlook and ol)]cctivt‘ wholly different from that which a national responsible 
Government Intent upon rapid, intensive industrialisation of the ermntry should 
possess, 'flu* ilemamls of national .security did not find adequate stress in the re- 
eoimnendatioiis of the first Fiscal Commission. Xor were the possibilities tif widen- 
iuu employment for labour by new industries, and increasing .scope for investment 
of itMlicenous eaiiital, aileijuately borne in mind- ’Hie iileal (*f national self-.sufficiency 
in \ ital aiul essential requinniuMits was far from accepted by them — and even if the 
Commission had d<ine so, tlie then Gowrnment of India wmild not ha\’«? adopted 
or iri\ ell elfei't to their recommendations, 'flic etuulitioiis, therefore, laid down by 
sueli a body and imposed b\‘ the then Goveriuneiit need not be accepted by those 
wiio iiiiN'ci a radically difiereut mitlook and ambition for industrialising this country 
as piapidly as possible. Further the eoiiditii>iis liave now changeil. The era of 
laizzt.z fait', bus giviai plac-e to an era td’ ]>Ianiu*<l ecmiomic development and heuee 
tin [niaeciioiiist policy aiul its working will liuve to undergo the necessary change. 

Question 17. — Do you consider that the supphmentary measures for the protection of 

and assistance to industries as recommended by the Commission in 
t'hapfir VIII of their Bejiort were adequate and well -conceived 1 

Chapter \T1I i>f the Kept»rt of the Indian Fiscal Commission of 1022 lists a 
number of i>ther forms of ])iotection. encouragement or assistance to indigenous 
industry w hii h have botn adojited by the Government of India in varying degrees. 
For instam i-, the need fm* a teelinical liias in education from early stages, and more 
]>art ieularlv training for teehnical work is now an accepted objective. 

OruMiiised odueatirui in India is commonlv believed to suffer from too literarv 
a rhara< UT to l)e ji-ally serviceable in this regard. With the advent of basic edii- 
' .itiou. the iiifu-'inn of a tcehnieul bias is an accepted objective of all modern pro- 
po.-als for cdm-iitional la-ioim and expansion. And we would sttggest that with 
a view lo iTcate an interest in the sea and sea lift* and to ]irovith* a minimum know- 
li-dg(; of water transport amf)Ug all .sections of the ])coplc the text bcx'ks for various 
seh.jlastii- classes should Contain Icssfuis of <hlVcTent ty])os of .'?hips, main sen-routes, 
f tiief j’.rt ieles lurminL' pnrt. of t lu- imjiovt and export tratle of the I'ountvy. sea ad- 
V'-ntuif' and uonders old and lu'W et«‘. 

Similarlv the irainine ..f Apprentii-cs for ««ti'king an indu.strv nowadays com- 
m-iuds the <-\-er-ero\\ ing attention of the authoi ities. Jn the case of the Shipping 
industry, for iiist.-uiee, the .Mereautile ilarine (.’ommittee had reeommended. as 
eai!y as tliat in ordt'r to jtrovide th • Indian Ab rcantile Siii]ipine the 

■ic( • ' -ary statl of fleck and en gine room oflieers. arraneeiiu nt.s must be made within 
'!c ' .iimir\- to pifivide trainiuL' faeilitier. tor liotli these !.Tou[>s of the stafl' ncerleil. 
A 1. . iniiiir-' u as made in lP2s with the estal>lisliiiieii! of the I tulTerin Cadet Traiii- 

'' .O' ■ ati'i \-ounu 111 - n tiiriied <.ut liy tliis institution (-vitv ^■ear were to be 


159 


absorbed in ships plying on the Indian coast or havdng any share in India’s^ 

-trade The foreign concerns monopolising the carrying trark in Indian _ 
the overseas trade of India demurred at first to any compulsory 

in "Xsc of time. It nas particularly high dnring the «ar. H'l-'ber .md 

vo™uM!;"t'Z'Vndrrc™lsnft^ 

against the bW.OnO tons now used by Indian-onned steamship (omp.m . . 
if n,ev ™uW Wd 

ly^umr:; ynyls. it eould not be called a truly Indian ^at.onal Marine. 
Fylrarmisyfon’n^mrt l‘”on;idi;m uas inserted in all agteeinents 

- biln^ry 

the trainees came out. That complain still Hess 

noinM^niiiu tm. gi.mh.g ,.f > .1.,, 

’"''"Arll^ln^ts Imve bln niiule in reeent ycais^for 

y^yyt^iy;^ ^ ^ -* - - 

suits so fer nre not very satisfactoi v . 

Another birti. of s.ieii inditeet '^vixy^^yn imur^ 

mie rates of carnage oi good.s ,i„.,Vtorc be easily used for this ])nr- 

largely Oovenn.umt enterprise " i at ' o.npanies, ilu-y were under the 
pose. Kven when they w< ' 'Y rates being snpen ised by (lovern- 
control ot Govennnent " , it vould seem the pussi\>ihty ol 

men1» The latter. hove\ei. I'- ,;,.,,i„(.r as to iirovide etVeetivi- assistanee or a 

maniymlating railu ay rates 111 > ' ‘ \v),p,.e railways, in their oun interest, 

concealed subsidy to tlie '"?* ;.,a^ nevertheless be se- 

cannot econoinioally cant r I'^^.tueen all available forms of this serviee, 

curd if only adequate ‘iJ'”'* ' j .ji,. total tratlio available at any time distributed 

including slipping- "■-tyfruyy'yinyoily hnmclics of industry iiii.l Ucc,, every form 

of transport system fully 

If the prcBent nationa an 1 1 ta. kle the jiroblem ol oi Lianisnig 

tions for assistuiLMtH-al industrv ‘ivnes of transport available m this 

co-onlinating and working a 1 ^ ,:,,.,stal trade and the ovfuseas cany- 

coimtry, und fon*ipm|rs, )o ,1**1^.:,. owiuts or oixM-alors wore ontsido ll\«' control 
ing busine.ss. These shi])s an '|’)n- latter i-oukl not fix fivights an<l ]iassage 

of the then Government ol i,Uore.sts of all -sectors or our 

fares so as most advantageously to sctn. tn 
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national economy. Government frankly were not interested so much in dewlop* 
iiiff Indian enterprise as to uphold and maintain the interests of their compatnots. 
They were accordingly more in sympathy with the foreign competitor of Indian 
ship-owner, and so they found more reasons to avoid these courees than to employ 
them, for the encouragement or safeguard of local industry. Whatever possibihty 
there was therefore not only for allocating traffic but fixing rates in order substa^ 
tiallv but imperceptibly to assist indigenous industry was lost or i^ored. Apart 
frotii the question of freight fixation to assist Indian industry, the time appears to 
have arrived to frx rates for the very maintenance of even such small Indian tonnage 
as exists today. Indian shipping circles have recently been made aware ol a 
policy ol iion-Imlian shipowners operating on the Indian coast of keeping the 
rates' St) low that economic operation is no longer possible for tlic owners, ihese 
non-lndiun shipowners with their interests in other trades have means of inamtain- 
ing tiiemselves, but the Indian coastal operator would soon be devoid of prohts or 
reserves that he would s»)on be going out of business. Under the circumstances, 
the best way to solve the difficulty would be to pay to ships on the Indian register 
plvim' in the coastal subsidy to 'enable it to survive the crisis.’^ 


If tlie present national and popular Government desire to use all a\uilable 
directions for assisting local industry, it isnccessar3' tluit the jirobleni of organising, 
co-onlinatitig ami working all the <lifferent types ol transport available in this 
country, and distributing or allocating all available traffic between these several 
forms i)f transport in sueh a manner as to serve both the immediate and long-range 
interests of the country, including its agriculture, industr.v, trade and trsansport. 


'fhe Fiscal Commission of 1922 had made special reference to the possibil^' of 
rcMlucinii sliippiiit: frcijfhts, and avoiding nuch j)ractices as Secret’’ rcbatcB. Tnes© 
wcu'C' used b\’ the foreign ship-owner plying on the Indian coasts to secure an effec- 
ti\'e monopoly' of tliat business for himself. Kut. as already remarked, the Govern- 
ment of the day' declined to take effective notice of such obscr\-ation8: and so the 
liandicap r'ontinucd. 


-Mc'thods for safeguarding the local industry against the unconscioiisable foreign 
dumping, sueh as the Japanese were guilty of in 1933-35, particularly in regard to- 
cotton textiles, were stated to be barred by existing obligations, such as the Trad© 
Treaty with Jajian. which, it was alleged, precluded any discrimination in favour 
of Indian Industry with the competing .faiianese goods. The latter were in their 
ow n market highly protected. They were asissted further bj' special bounties for 
ships constructed in Japan, or subsidies for carrying Japanese goods. The in- 
tcrost td‘ the Indian consumer was ma<le an effective ex<'use for non-interference in 
such matters. The safeguard of Indian industries, tlierefore, even though the basic 
pfdii-y had l)cen accepted, c(uild not be effected, — except perhaps by such devices 
as changing ntl valorrm duties into speeitic duties. 


Dumiiing. it was also argued, was difficult to prove as a fact, and stili more 
clitiieult to guard against. The Fiscal Commissitui carefully reviewed the whole 
jiroblcm. and suggested such expedients as countervailing import duties on arti- 
cles sup|insed 1u be dunqied on tlu* local market by the foreign competitor. The 
elii' f instance in w liicli the Indian Government couhl have acted on these lines 
was the Ja]>ancse 'fcxtiles in the dfuiiestic market but the treaty tibligations in- 
cune<l by ihr lliitisli Indian (bivernmcnt were found to be incompatible with any 
sic li to lociii industry. 

forms (d' asNistancc- like iheap loans for initial working capita], cask 
bouiiiic.' or subsidies on the ^■olume of business done, found no }))ace in the Indian 
I i. 1 . \ *t ■ I \ . rre n^^r mt nt s in aid of British industry during 


■ I bis of runnititr j-uhsicties for Indian tonnajio on the Indian coast would seem- 

ti. li.- |.roffriih!c t.. tlio (ixalion i.f ratf-s niult-r wtiich the ad\anfuge is bound to go to both 
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the days of the World depression tvere concerned “5 

Imperial Preference working in many eases to the prejudice of the 

and very rarely to any great advantage of any industry in the Commonwealth 

markets. 

No Indian industry has been assisted by direct cash subsidy or indirect help 
in the shape of interest-free loans, or cheap capital or 

the Indian Government, right up to the transier of power, 

hesitant except when the war made insatiable demand for Indian ni.idc nods 
services.’ The establishment in I948ofan Corporation 


ment is desiirneil to provide such aid on business lines ; but in the absence oi a 
carefully planned programme of industrial expansion or development. eons.sten11> 
carried m!t "he svmceS of such intitutions cannot be expected to be very h,,h 


Question 


«_/„ „ resohilion passed in Ha- Central Le.jisMke AssetnhUj on lUI, 
Fehruaru ^2S the principle of dixcrnuiuotnuj proUctiou vas ucupUd, 
as the basis of Oovermnent policy subircl to the foil oinny ynural ^pu.bfcu- 

(«) thaTthe principle shovU be applied vith due if yard lo^ mil lu iny of the 
community and the safeguards imntwned m Question 7/. 

ilA That in the application of the principte, regard must he had to the jinan. 
dal needs of the country, and to the depuidnnce of the Govt, of India on 
import, export and excise duties for a large part of its revnine. 


To 


what extent, if any, do you Ihinf: these .jualijications effected t^ u orhing 
of the policy of discriminat.ng protect, o,t Intu een i "p 

nive your comments separately if possible for peneds 


3. t,; . 1 ., 

living. 

The ideal of self-sufficiency, in vital and essential rccjuircmcnts necessary tor an 

lnde^!:ffir:^^n tte, 

policy than was interests of the alien ruler. That dominating 

m T„^ can lhape her Fiscal policy to suit her own in- 
urge being no in mind. s<*cnndarily of eourse_her 

terests and requirements but also nearing 

international obligations. 

IS, 4 i.r. TTi.fliHcr ami the consumer, moreover, which 
The distinction pineal Commission unnecessarily suggests a 

very largely coloiire<l the <»' It tends to grow fainter in a rationalised society 

condict which need not he t ■ thal^tate of affairs, everyone would ben 

and properly planned .,n]psK disabled by ago or illness ; and en'cryoiie 

producer, actually or h-ll the- coiiMimer might be supposed to lose in the 

would he also a consumer. What * would be able to make up 

higher price oi the "'id emplovment. The distinction between these 

-.rneed .mt be overemphasised. 

' -n,. .i,.,..anls. therCorc, 

"hole taken to be- in Ihc way of edfe-ctiv.- nn,d optimum 

extcmlcd l'» tlu- 1*V"7^ v oroini^iio'. bv their basic (Ht.noinic advantages 

development oi suitahic '7^. jiiliticiai pro].s within a reasomiblr time, 

would b<- seli-su|«|>oiimg ''d^‘ .nmunitv as a wholo must have national selt-siiffi- 
Moreover the interests of tho jcilarly in regard to vital industries 

ciency to as largo an ‘7.' existeliee of tlie luttioii. 

and ess'-iitiid sc-rviees loi tn< \‘r\ 


(b) The dei)eudenee of tlie Government of India in tlieso days upon Import- 
Export and Excise duties for a large part of their revenue has been materially modi- 
fied in reeei'.t years. Direct taxation is rapidly taking tlie first place in revemie, 
though even now these, duties continue to be an important contribution to the 
national bud^^ct. The possibilities, however, of direct taxation as an equal, if not a 
greater eontfibutorv to the Central Budget have been demonstrated by its recent 
^roNvth, particularly dining the war and post war years, m the shape of income and 
super taxes, exct'ss ])r.»fits, duty surcharges. Corporation tax and the like. 

The protectionist system may, if carried to its logical conclusion result in the 
diminution "f import of competing foreign commodities and consequently 
toms duties on imprn-t and even eliminate any income from that soince. ^uch 
lofdcal exactness is, however, never attained. The most intensively jiroteetionists 
countries with thriving local industry, have continued to derive substantial re- 
venues from that source ; and so India need not apprehend any serious ilaiiger in this 
direction. Export duties have also their utility. If such duties fall on one s ovii 
raw materials, tliev would help to preserve the entire growtli ot the neces-ury ra\y 
material within the «-ountiy- for being workeil up or manufactured into tmished 
products l)V indigenous industry. A high duty, however, on domestic raw materials 
at point <.f cx|K)rl. may adversely affect the agricultural class engaged in growing 
them • and so such duties are, ordinarily, not imjiosed unlc.ss the raw material in 
question is, like jute, a jiraetical monopoly of tlie taxing country. The danger 
.)f encouraoiue substitutes for such articles, taxed on export by the moncipolist 
pnKlu«---r, will have to be faced, though it need not be exaggerated In so far as 
tlieir burden is passe«l on to the b»reign consumer, they inay be unobjectionable. 
Excise duties on r.nv li>eal produce are on principle undesirable. But ii 
thev nsuiJlv are, lo‘ i-ounteract tlie efteot of excessive )>rotc*ction, they w(.uld be a 
inuocii<»ns .<ouree ot re\i*mie. 

In proporti«»u as exp<a-t duties lielp to im rease or improve home prodm-tiou «>f 
finished goods ami industry tlevekip?. witliiu tlie country tc* the coiTcsptmdiug ex- 
tent. i<'\ enm* from income taxes on the owneis or managers of suc h industry would 
eomia-nsale the Exehecpier ill sonic- measure. Exc ise duties .similarly- on the jvro- 
duets c»f protec-ted industry whicji have a margin of protection larger tliau is war- 
ranted b\- c*>mpc-titivv eosis may serve the same purjiuse and lie aeecu-clingly 

permitted. 

On that Sector of tlie trade, more-over, wliieli is outside tlm jirotc-etiouist zone 
and wliii-ii <_n-ows because <d‘ growing prosjieiity revenue duties may continue to 
l»e inqposed They will jijovide for that portion of the Exiicndilure Budget wliicli 
eaunoi bo eocered bv the receipts from direct taxation, and other sources. In 
])i-«tporlion as tr.idi- i-omes to be more and more rc'gulatecl by intcunatioiia! treaties 
it will bec.nue more and more a matter of Barter ; and then the role of the 
Customs Diiiies. in providing any substantial jiart of the- cc-ntral revenues, would 
liip wluilly ' liangt-cU 

The moditieaiions. ih(-rc-b*re, made in in the general Fiscal IVliev have 

IchI t" tin- impo.sitlou of Excise- Duties on the- jtroebuts ol protected industry within 
the eoimtrv wlu-ne\er it whs thouglit that tlic- niargin c'f protection offered to tlie 
«n-ow inu industry and guarautc-c cl for a pc'riocl of years was in c-xcess of the- uece.s.sury 
j>erc-i-ntage. 'Die sugar and steed industries ma\' be eitc-d as illustrations cd this 
urguiiK iU - 

d'be p’-rio(l l‘.)2;} — 2b was mainly a pc-riod of applicittion by the- industiic-s con- 
<<in'-<l b'l- |■rol^•etion, tludr invi-stiuat ioii by the- 'J’ariff Boarcl and c-xjjc-riments in 
fiscal proteclion to likel\ iudustric-s. The- Tariff' Board after invc-stigation of the 
<-oinpeliug conditions in tin- light of ilu- general jiolicy laid down, reconiiiiended for 
or against pi-otectioii. indii-ating also tlic- dc-grc-c- and form of protc'Clion, or the 
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approi.. iatc maiuur of assistance to ^^"""ncci 

such .ecominendations ; and the residt ecus the comm 

of established industries. 

Between in 3 l)- 3 -t Wcnld l)c;i>iession afferiecl^ all 
that protection became pract.eally moperat.ee, and 
protected be<£au to stagnate. 

tn the last period 1930-39 

proUHtion’to Indian industry. 


.Quififiou 


J 'm the }ioU' were mode di^Trimiuoliu^ 
'■'•"rohcrir'^" yw"'cXr;;,-^a/cri,., T,.nff Boan, n-n. esieWis/ed. 

r,™.,c „.c t/ms, cbembVms /«,«, i/.c c.r,V„„cd pebc.b-e 
in ihe Fiscal Commm^Krns Ji'pot.. 

T,n.se deviat iron, the policy mm iih:! a"v- --i''-' 

dustri. s which had ''"■■Vf 'li; " ...ci oVT.nlia. Havime Is-e.c si a. t. d 

nbUM»*rt ion <dtlie\var effort olthith ,.oix.<iden*tion lor lle--o 

durina the irrestible urgeney ol th var. • .,voikin<'. Tlu•v^v« lv v.nlo d to 

bom bidust. ies, whether m i,. manner ; mid so ihei. su.se.ssinl 

their maxinmm eapaeity in a w.i.st „„„,,i.tition iVom more adveu.-ed co.mtiie.s 

existence after the war. when once uf .sonic- kind ol cn ass.irc d 

mti.rned, wonlcl be all but miposs.ble. at all. tlocernmen , 

Ihe.c-fore, were morally i,i„h prices paid clm-iitf; the w: . . -r .su.B pro- 

necessity of the war was <>: ‘ V ^ V. ' 'I ,h. rc-lc-.c-. promisc-d tbe-.n wrote t, on 
were no more perims.^iiile. OomTi m . ,,r./ ii>i'ed run on bu>n*e>s b:H•^, 

alter tVe war. ii linu-. 'l-hi. deviation 

andliaila reascmuble ehanee .d Covermuenfs aetiou m ilu' 

in policy was for a short turn t « > • 

■wnB no more than just. 

The guiding eom^iileration., attond d to, if 

long-range national iutere.st. Nvhul.. A.ssi^tau(e or pvofc-t.nu t- ll^e 

only short-term grauK dioi ;b .hort peiiod 

industries of war t.iue ongm. h> the pres.nt national u-.i-nn^sibe 

years by the prevKum regime (Ol - t ^.^tirmal .-.co unt s n> hk Ij 

^ovorninent ofludia -'’'‘’VTi tlei e 

emeraeneies mudi more than thm - ,1 <.(/.. non-ferrou.s metal.<. bkt 

assisUiue were, besides, oi value < y" ^ [ (• j,, of c.stablishiuent and 

oTc^rhc-ln "mtd d ' o a bnrde.c at all. 

coirsecpiently tn tins post-wa. a.c ^ 

^ // .o/, aim or outlook governing that 

The main defects lie in ^ granted to lH(^^e i.HlustrH^■<^wm 

1- rclativrlv InniU*^- tun I stnu^lure raisrcl tlu*ivou. Siuii 

’’ t“l ,-b, l. 'warcls a sound f.am.lat.ol. .cm ; '';,';;;'^.p.';,:;'„i,,..ucc. in a ,on„s-titive 
enterprise c-aimot make pc-imam-nt 1 ' ,.,i,.„nraj!ed resiiltmi' evc-ntiially 

wtlci. A i'olky of '.-'t;;;":;'; t Tn pro|«-.- imsbatidi..,, utHishtg amt developing 
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SsCTIOK C 


RevUw of the effects of past tariff policy 

Qucst%on 2l.~Wo-iad you attempt a broad analysis of the effects of the actual policv 

pursued fjy the Government cf the day on the grcncth and development 
of OUT major industries under the following heads : 

(a) Cajnial invested in the industry {p<iid-up) ; 

{b) Rated capacity ; 

(c) Oufjnit ; 

(d) Employmtni of labour {technical and nondechnical) ; 

(t) Wage bill {technicetl and non-Uchnical) ; 

(/) Earnings of management ; 
ig) Profits earned and distributed ; 

{k) Eor-u'orhs pricf and retail price 


ly spoakiiiK. Jt may bo stateU that the indi>nonR iiubistrv lias develop, 
ed cluniiK tJie jiitorval mall tliese respects. The brief m.te attaeJied of tlie principal 
mcliistnes, wliieli have received prote.-tion at one time or another or, whieli have 
derived s.mie special advantage because of the War or some other adventitious cir- 
eumstame, shows the extent to whi<’li there has been great growth of tlie capital 
iinested m the industry', and tlie productive capacity and total output of eaeli. 

India s national economy is essentially agricultural, nevertheless India was 
in the previous years eiglith m tlie world’s industrial countries. Today AWth TJarti- 
cularly f»erinany and Japan out of the question India’s position must be JuKher. 
rhe new orientation in the country s fiscal jiolicy which began in 1923.24, gave some 
sort ot a Htmiulus to industrial development witli tlie very modest ambition of meeting 
a juirt ol the liome demand. The pace of industi ialisatioii since then has been 
accelerated by the new policy bf assistance and protection both by way of granting 
customs^ jirotectK.n in deserving cases, and of giving preference to the products of 
Indian Industry in puroJiasing Government requirements. The pro.spects of eoiiti- 
nued Government help and luUicipation of good i>rdfit stimulated a growing flow 
. ,,nva .- capital ...to iudnstr.v. New capital invested in joint stock cnterprisl 

.ilniie m the mter-war period was something like Rs. 150 crorel ^ 

lables Ml and III give the labour engaged and the estimated iMdentialities of 
->ur leading industries within 5 or 10 years, as shown by the targets' sugeester 


.i Pwliey of industrialisation adopted 

s nee I.) { uas a noteworthy c-hange in the ingradients of India's import schedule 

1 ”, coiresponding percenta«n‘ had declined ft. 7 ^ 

In X :ilnes the tall was ironi Rs. 274 eroro*s to Rs. 92 erores. This is partly clue to tho 

lieavy iail m price., m the latter year. A still rno.e striking deve opmeut was he 
st.-.uly iiuTc ase ,n the import of indu.strial raw materials froni 5 per cent to 6 t er 
l-a Ml the same period. Wliil.- tin- total value of impu,t.s decliucd by pearl! two^ 
thuds, the value ol imports of raw materials inerea.sod hy more than 10 !er cent 

■I'hese tc udeueies have been greatly aecentuated bv The last war In 19.11 .lo 
iiiamdiLcdiied articles tormed l)nt 55 pi-r cent of the total imnort ■ v»i i ^ 
...d„s,riai n,.v n.a.cri.ds r.,s,. 21. pc'- cc„, ..f the U,,ll 

-J amt i.t.m-.t, exports of mdu.slrial raw materials 
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iiicieased from 45 per cent to 53 1*'“*’ ais in the lLtt<*r 

declined from 36 per cent to -6 per cent. ’ ^ cotton and jnte manutacturcs. 

?ar 

1948-49 both for Imports and Kxports. 

Before World War II fr" 

e\isting industries, supplying most h horn „.,nd< kev industries. armnnK-nts 

Uv ioflustrioa wen- cstabli.hc^ lY:' W «p'^- I’”"'*-' 

or for processing t lie rau mattnals tlu ,..iiil< forced ;* radical chaiit'c as shoun 

War II ho^^ever its immediate and tlu- exports of mauu- 

hy the d^line in n^^mlactured gl.ods shows an 

factiires has risen to 4/ ptr tint, mi ‘ 

increase, \vhile the eonx spoiuling impoits n,-i-t . 

^ A A 


of our imports in 102(t-21 f P'Y .'i cent in 1^41-4:2 ; hut lie- otlier eommou- 

of the United Kingdom deelmcd -> I'^ ^ in, ports, ^^hlle fon-.-n 

wealth eouutries improved their J sources of supply, —Uei iiiauy and da pan 



3 . i^o-^ ^ 

declip.ed from 21 per <;e,.t to ^ P^' ■ ‘ ‘ ^ .bme -d the 

tainedtheir position. Jhe ^^<n JJ j j ..f inreigu eountnes. and a nse 

of trade. In all our a^es past 1, In ^ ^ stea.liK 

balance than importing. ‘ ,!«■ balance ivinained m her bnoul 

increasing drain of the imtwitbstanding attempts at 

which was ntet by a ‘ ,',"'’"Cf„:, Wnrhl Depression of tlje tbni.es, 

diverting that How also „;a|„„.,al aliandonment ol tl,,- gold s andai d, 

.t " 

despite a fall in export- |,„,i, i„„ once agaht changed, in, iian 

During tlie woihi war if progn ssivelv more ami more nv d.-maud 

produce all kimls, »"I’1< Y' ! M„s oftlw sterliug del,t of tl.e (.overument 

be.-ause of the war needs ol Y ,p.,„. ,o hu ilitate tl.e h. avy .-.xess .d 

of India rei*ati iale.l aiul c<mM i ^ i^cjisv-I.eiul prugi anmu , 

British war purchases. ., ' ,',ul clh.-s needs iu-avily. .lespite "'c ]*[ 

India continued to sii|ipU *fr' ; ‘ , „|;,tions r..nliol!it,g exi*orts. I Ins hioughl 

shipping space and a whole ‘ in her favour in London, vdu.-li 

about a heavy ‘^ccunnha tmn < i ^ amounts hav,- lua-n allowed to set oil on 

are not even n<*w allatious which ca,mot mm he ustd or 

account of war-time . shortage an<l pent up demand lor cap. a 
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22. — Would you make a detailed analysis on the above lines particularly in 
respect of the folloiving industries : {*) iron and steel, (ii) cotton textiles, 
(Hi) sugar, (iv) paper, {v) matches ? 

Please give your ayisivers for the following periods : (fl) at the time when protect 
tion was given ; (6) in 2938-39 ; (c) in 2948-49. 

The Jiote ^iven a,ho\o would suffice to answer this question in general. As 
observed elsewhere in tlie earlier period of 1923-38 se\ eral industries were investi- 
gated a.s regards their elaiins for protection and in many cases protection wns given 
in one tbnn or another. In 1038-30, 8 industries were on the protected list, out of 
which subsequently live have been removed . Only 3 of the major industries wliioh 
recei\ed protection ctuUinued t(» do so, 

Ii\ the perit)d 30-4"), World War 11 set up abnormal conditions wliich stopped 

any outside couifietition and at the sanu* time increased enormously the demand 

for all sorts of commodities produced at home. All tliis ,ad<led to the expansion 

and growtli of imlustrw 
“ » 


'Ibis, liowover, after si.x years of war. suffered a .set battle, partly Ijccause of tJto 
disappearance of war expenditure of tlie British and Indian Oovernmonts in tlii.s 
country', and partly also because of the .sluirp decline in tlie j«roduetivity (>f maehi- 
nery, plant and <H|uipment wliich awm*:’! overworked during the war. The country’s 
tr<ins[)ortation s>stem al.s») was r<-sponsil)le htr tliis dc<-line. 

I ron find Sl'-el. — 'Phe outstaixUng iastitnoe of an iudustrv x hi<‘h has been defi- 
nitel\- t'o.Qtered by Fiscal Fi*otec-ti(»a is the iron aiul ste«*l industry, wJiose real growth 
lias taken place in the last f wo il'-c}id"s. Because of t Ids success, it has been removed 
from the protected list. Between the year 1932-33 when the regular eollecti<»n of 
prt)diM'(iou tigure.s sta-rled. and tie* \'ear ltUl>-4l the steel ingot production of the 
country in' r-aised from less than •» lakhs t"us to more tlian I -2 inilliou tons. During 
the- s.nne ])eriod i lie < ml put of linislu-d steel jiiiiiped up from 442.990 tc»ns to 925,()00 
tons. 'Dus d'n elo|mient was aeennipanied b\' an i-.xjiansion of tlie activitie.s of various 
aneill. ry industries. Iik<- fonu<lri<’s, the stnieiural steel, wagon building indnsfcl’ios etc. 
List named hi’\ing received an early promi.se of preference from the railways. In 
19-t7-4.S and l!M8-49 the iiidii.str\' showed a. set back for a variety of reasons not 
coiui •‘•te(l witli its inherent stnaigth. But it is again showing signs of resurgence. 

Tfxdl -. — The cotton textile industry is the largest of our modern industries. 
For a long time if was deHberatel\- handicapped li\- the so-called countervailing 
duties. Htit tlie protection began in 192."> lias enabled it to reduce the im]*orts of 
foreign cloth from fonr-lifths of the lionie demand to one-fifth. Stati.sties given 
earlier are illustrati\e of the development. 

.^lany to hideal improvements were elTeeled by the industry during the period, 
chief .imong fJiese being the installation of modern maehinerv for spinning weaving, 
and the developnionl of new bh*aehiug ilyeing. ]ninting and tinishiug jiroeess. In 
tlie [)o.-^t-war period it is meeting new difficiiUies whielT are not due to anv lack of 
inherent strengfh. 

Sinjar. — Sugar is another exainjile of an industry brought to its present level 
by protection, ’fhe sugar o)iti»ut in 1932-33 was only about 399,(MU) ; but in !•> years 
it has risen to over a million Ions. It now support.s almo.st tlie entire home market. 
There has lieen a steady irnprovimient in the ipiality of cane for which the most 
suitabh- se.-d has been develojied after a long experiments at ('oimbatoro. Tliauks 
to the recent teelmologiral ailvauecs, fai-ifitated by the (’eiitral Keseareh Station 
at Kaiipur, a higher per eentage re<-overy of sugar from cane has also become po.ssi- 
ble. 'I’he tiovelailiug of the .several i‘onne< ted indu.stries ; the fullest utilisation of 
all by products ; and the coordination of the indhstrv witli intensive scientific 
iarmmg lias made tlie indu.vtry in some i-as,..v ,nu< li mon- eeonomie to operate and 
prolitable for all <Mmerrne<l. ^ 
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P«i)cr^PaiH‘r industry is vet another \vhieli grew because of the protection: 
crmto/to it 11x^925. Tlie duty inijiosed on. imported wood pulp some )e-irs latfr 

in tl. develoi^nen^ of the 

xyWu‘h is now the mein raw material for paper making in the cu;«ur\ . jecctniiy 

immmmmms 

:s;:;.’^u,,n:rr;^wA.r=nt, u:. 

from iibroad. 

0„<^Mion 23.~-Pkasc indict,’ the. sUjnijicn, f,otvr,„. if nny in the „ln,rlnn ,.nd 
^ organimtion. of prolcdetl indudnes with n.spi.ct to :— 

(t) size of ike unit. 

(u) their location. 

(Hi) the development of combinations, horizontal or verltc<il, 

(iv) the development of «7ici7fari/ industries. 

tv) Am, other subieci that you may consider it necessary to mention. 

T)n non think the form or manner in which protection or assistance has 
b enZj t tliesi industries has anything to do with these p at nr^s^ 
%'iJi of these features are in the interests of our economy and which are 

undesirable ? 

IH , he ease ef moden,. .„oehani«.l. 

enterprise tends to ‘‘J' There is tiso a tendency for industries to 

enjoyed it tlie is as Urge . . i ^ ^ ^ located mainly 

ho and Sholajuir ; tlu- Sugar Industry 

in tlie thre‘e* c.ntres of Bom-'-.. . . T p ’ lucl Bihui- tlu- Jute industry in and 

Cunhination among and 'consequent 

secures the advantages of tlu um\ui\ I • la- passed t.u to tin <-onsumer 

economies among tlu uiuts i„'i,oluslry in the shap- ot higher 

in the shape of lower priees. oi to L.i» ..,^,1 ,niMia-u i . 'fbe i)ntstandiug exanqde 
\vr,geK as well as ])i'nlits tc ' iit ' i v ^ 'Da* f^everel iaetones in llu^t 

of all these IS that of th- l;uh.n i;: ‘:;7?l;.;,;,,/ues, xvlu.se only comietitor 

industry were made into ' ,,1 -i,,. i,„Uistr\ . As tliese eombineil. during 

before the War was the gio . In-iweeu Diemselves responsible lor 

the Ww aiKl ponl;;;': ‘ ;r;;;;:T:;.n pm ..nhat industry. 

something hu So,. m tiw ee.se of Indian Slopping 

Cumbinel ion also has I.ei n- ' .)op|,ii..' « mu - 1 ns all < ombiiied an.l, operating 

Com-erns. C-nq Mil.T.-T sliM P.nti.l in this Mumlry. \\ ith 

Hueeessfnlly again-t thmr J ^ , ..'v < an -'<1 ..nlv :• smell shme of the aYulabU 

llu ir xery limite d, tunnag. . nu-ropuly has beer ael.i.-ved, 

the eomi.ine «T' i-bmg oiilx : , 1 ,,. ....mbinal i(.n til (‘mistnielimi Com- 

• 7":?,'' a ..au. a 

pHJin'H W IlIUL • I ’ it 1 

.Iteworthy ease of vertual 


168 


Question 24. 


the spot as tlie canal provides water for the cattle, and cane ends pro\'ide green fodder 
for the cattle, who in their turn provide milk, thereby showing the possibility of 
dove-tf iliHg one enterprise into another in sticli a manner that the finished article 
of one way be the raw matei ir 1 oi another* Such a combination or joining of mutually 
connected industries into a composite whole cannot but be regarded as beneficial. 

This also answers item 4 relating to the development of ancillary industries. 
Tlie Iron and Steel industry has set a good example of developing a number of such 
industries in the same centre after tlie principal industry had grown. 

Fiscal iiroteetiou given in the htnn of import duties, whetlier ad valorem ot 
sneeific natiirallv encourages the domestic producer, protected against foreign 
co'mnctitiou to secure as large a slice of the home market as is possible. A mono- 
nolv ordtnarilv aims, not at the greatest possible production and therefore Die Avidest 
dcvcloninent of the iivlustri , but at restricted i>roduetion, to secure high prices of 
the output. This is i>ie]udicial to the consumer as well jis the workers engaged in 
the industry, and so to the country as a whole. 

Of the other features mentioned in tliis Question, neither the size of a unit, nor 
the localisation of any industry has reached such proportions as to be objectionable. 

-If you consider that the undesirable features mentioned if any, were 
due to any defects or dejiciencies in the control exercised by Government 
over the jyrotccled or assisted industries, please point out such defects or 

deficiencies. 

S.-verel instaiu es nuiv be ipioted of such defects, which have, however, not al- 
wivs been properlv atteiided to. For in.stance, some years aftei protection ^vas 
.rruited t.) tlu* local sugar industrv, it was found the cane producer was at a dis- 
uii antage ris-a-vis the factory o\mer. It was only after some experience liad been 
•mined that measures were adopted to ensure a fair share of the improving fortunes 
of the industry to the pnt<lueer of its basic raw material. 

The biggest difeet, Imwever. is in legard to tlie eonsumer'.s burden. Tt has been 
^.eM/,.med that the burden of liseel i)roteetion is borne by the consumer, who has to 
naTa conipar.itiv Iv high pi ice for the prodiic<* of such protected industry, wlule 
it is building up to a e<.mi>etitive level. This is a .saeriface the country 

mav well bear if tlien^ is assurance that, in eouise of time, when the industry becomes 
srlfsutlieieul and al.le to stand competition from any .source, pnee.s of the home 
't,ro<lu<-t w<nd<l lie a|)pr4M-iabl v hovered. Kither the protective duty would bo re- 
m.o (Ml wluMi the industrv no longer needed such aid, or jirice^ of its products be exm- 
1 n.lled and regulated. Tiiis has not ahvay.s been efTeeted in this country while under 
•I For-i''ii (boa ruineiit. The prineip-d inJustries which were hist to receiv. protec- 
Doll w rt' e.fter HMo I years removed from the list ot proUcted industries. But 
tlr- prices Ihrir pioduVts have not materially d-e!ined. One explanation of the 
.•..iit iiuuMl ris.- in tie- price lew! is ( loverument own p(»liey of iiiHation begun during 
tie- w.o and eoutiuue«l almost uninterruptedly tliereafter though in varying degree.? 
ot inteiisitN . While < Joveruim nt is unable to cheek its sins of commission and omis- 
sion oi this kill.!, it would not be in a jiosition efteetively to cure such defects in 
the \torking <>1 lo*-'d industry. 


'- 't. Tn lehat i.ftmthas tin jnnhefion or a'<sistance afifordtd to an i ndustnj 

in (h) /D pifHjri s.<irc tnerhanisafion. {b) tin introduction of new 
xonoini' •< and nfln r l<chiiiral imjyron mt nt.'s (c) the optimum ntilisafion 
nf indi(j> nous ran' maltrials and lry-products.~ 

Phasi illnsfrati irifh • xinnphs dranm from yifur k'nmrh'dyt or e.vptrience, 

Tlie statistics given earlier in regard to the progre.ss of jirtheeted industries the 
ofowtl' (4 the number of establishments in eaeli such industry of the capital inve.stcd, 
and labour emphyed, (tf th< raw material consumed, and total production, would 
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suffics for answer to this question. The case has also been mentioned of th< 
and Steel Industry as well as of tlie eement industry, which, by properly organising 
the industry, utilising and developing all ancillary industries and otlierwisc* rationa- 
lising, production has lielped to effect economier in the internal organisation of those 
industries, and their general working, which would not have been possible if they 
had not been sure of their own ground, and were faced with remorseless and relent- 
less foreign competition. 


‘Question 20. — ^Has th4> protection or of-'^istance received hi/ our industries indvcid any 

substantial increase in the supply of — 

(a) technical personnel retjuireel by the industries. 

(b) skilled labour. 

(c) semi-skilled labour. 

(d!) stahiUsed industrial labour force. 

Answer to this question also has been )>rovided in the torm of statistical material 
and explanatory comments on the same, relating to the <levelopment ot tee}ini< al 
and training institutions in the country, or facilities for .skilled labour increasing in 

recent years. 

So long, however, as the available industrial employment is disprojjortionately 
small and limited ; and so long as agriculture continues to be the principal source* of 
liveliliood for the large.st proportion of tlie population, stabilisation oi labour tore c* 
in industry, as mentioned in (d). is difficult to form. The remedy is to strive tor 
a more balanced economy, wherein the undue pressure on the soil would be diinim- 
shed bv alterative employment being created in modern industry, and ancillary 
services or Trausjiort bv land or sea, commerce and general administration, including 
maivigement of industry. The Commission mu.st. therefore, interpret their Jerins 
of Reference widely enough to include these objectives, and frame their rceoinmenda- 

tions to achieve this end. 

Question 27 .--To what extent, if any, has industrial research been initiat>d and 

fostered by the. /wotected and assisted industries i 

In more tliau one case has an industr\- developed its own technical research or 
assisted it The old time method of working and learning was pursued, all tlu* more 
easily as the growing vogue of automatic machinery <lis])ense(l with tlu* nee<l ..f 
nersonal attention, .skill or exertion. In the more modern industries, they are sub- 
stituting practical training in their own establishments or combining to set np a 
<-entral Research Institute to serve tlie needs of the entire 'ndnstry tor technically 
trained per-sonnel and liigher seientitie research. 1 he Sugai 1 eelmolngical Institute 
at eWpore, or tho Cotton Research Laboratory at Bombay : or the B.uubaN 
ITnivcrsity Department of Chemical Technology and Icxtilc ( hemistry. may e 
cited as instances where an industry itself <*ncourages or fosters research, eitl.cr hy 
special scholarships for research on specitu- iiroblcms or large-M-ale cudo\Mm nts. 
The Tata Iron and Steel Co., has its own fairly arge-seide riveareli aboratory, spceia- 
1 sed for that particular indu.stry. and use<l f..r the beneht o its own employees 

rhnarilv. Other industries, hoyvey er, depcml upo.x tl.e gener d progress oi scicu i- 
fc education, technical training, and high grade research m lie I mversities and the 
systl^rn of public e.lucation in g<*nc.ral for adva.u-cment ol teduiical skdl and research 

connected yvith their institutions. 


Question 20 . — 


m aoa consider that the rerenar tariffs , n, posed in the past have 
had a 1 , 1 / appreciable effect on th rjrowth and d^vi lopnu nt ofour uidu.slries 
and on the course of oar export and import trade ? If so, would youdlus- 
trate your jbulbuj with some e.ramples drawn from the. trade or induistry 
of which you have, knon'ledyi or experunxe ? 
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Qv€ 8 tio 7 i 29.— What are tM broad effects of the iari^ policy pursued by the Government 

bettceen 1923-39 on the volume, character and geographical dmtnbuiion 
of our (/) import, and (it) cwport trade ? 

(6) To what extent loas the relative importance, of our domestic and foreign 
trade, affected by this policy dniring this period. 

Tlu* I'viiswer to an earlier question above where statistical tables liave been 
appended and genera! observations made would suffice in tius ease. 

Question 30. — Vo you think that the development of any of the protected industries was 

hampered by the policies pursued or the measures adopted hy Government 
in rgeard to matters other than protection^ Please give examples. 

Three or four instances can be mentioned in reply to this question wherein 
Governments policy, apart from fiscal protection, have indirectly affected the deve- 
J opinent of local indust^ 3 ^ 

(i) The change of ratio in 1926 between the rupee and the sterling from Es. 
j 5 _£ 1 to £ 1=^ Rs. 13 1/3. adversely and obviously affected the scope 

for the export of Indian goods. The continued link between the Rupee and the pound 
sterling, even after the latter had been dislinked from gold, and suffered a steady 
though concealed depreciation, during the World Depression, the War, and 
after, still affects the <lcvelopnient of industry in India. India was throughout 
the British domination never allowed to manage her own currency systeni. in her 
own uay. to .suit her owti intcre.sts. Even when all other eoimtrie.s. including 
Britain, were manipulating their c\irrcney and exchange as effective, though tem- 
porary, remedies for stimulating local indu.'itTy and exports, India was held fast to the 
Sterling ratio, raisetl by 12i%, even while Sterling itself was steadily depreciating. 


Imiia, liowever, toda^-, tliough in imlepeiidciit .‘sovereign State, is not imme- 
diately in a position to*rov(‘rsc the fixed ratio, since, from having been a creditor 
nation for decades xu\st. she faces the likelihood of becoming a debtor country, with 
a lieavy and growing balance of trade against her even though the so-called “Home 
Charges” have «lisaiqioared. Those, however, wlio liave the shaping of the fiscal 
and financial conditions of the country should not overlook the device of Exc]\nnge 
ratio affecting very malcrially the s\ievess of the coimtry’.s indu.stry. 


A second example of the same kind is in relation to the Transport sy.stem. within 
the countrv, and particularly the railways, whose rates could be effectively manipulat- 
cd to help' local industry. These arc \diliscd more as a source of easy taxation or 
monopoly yiif>lit . than as'a yn-ice for service renderetl by a public utility. Every time 
the ( hivernment in India were in need of more revenue, railway rates uml fares were 
imuaised. or .surcliarged. irrespective of their reactij.in on the local industry, trade 
or ''ctHTal l■l'l>nonly. 'fhis is liighly objectionable, the more so as it has a prejudicial 
effect on tile country's iiulustry which is not always percHvefl. 

The general financial poli«-y itu-luditxg taxatirm and <'.\penditure, is another 
example of the same kind. The Roosevelt administratioit in the T^nitcd States, 
tried on a largi- scale, anrl with eon.sid(‘rable success, incnaise*! public exyanditure 
from borrow iii'i to stinudate American imlnstry during the T)cpr<'ssion an<l increase 
cinjilcvviuent . 'flu' ( Jovcnmient in India have yet to recognise the use of ynddio 
expenditure. \\ i-:el\’ laifl out. to increase em])ln\inent and }>rc.)<ltictivity. 'Fhe recent 
inei'cases in tax rati*s luivc- scait'd industrialists to stu-h an extent, tlu‘ unexpected 
1 1rpre.-siou has resullc l \\ 'tlu>ut atn- olivitnis jiistilieution ff>r il. Kvtni in tlie matter 
of ( ’list onis 1 )iities. t he prcx-iu e «'r ri'\ «-nue dul ics makes the aim of fi.scal protei tion 
complicated, if imt incffect i\ e. 


()m“ iiaii't' cxam|ile may al.^o be added: that «.»f the Grow-^lore-Food campuig::, 
and it.s reaetii>n «ni industrw Without questioning its necessity, one may. however, 
[<i»int ont the di'.advantasK'OUS conseijuenci s of uncoord'naled icdi-i’ii!. of area 
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avtiUabW tor tlie st>-callei “Commercial Crops”. Thess give the raw material of 
iDduBti 7 > for instance, <otton, or jute. And if the volume of locally available 
raw material is reduced, indigenous industry w'ould have to depend on foreign ima- 
port, — ^which may be relatively costly— or starve itself. Such measures have a 
double aspect Which is not always realised by those who are carried dway by the 
mom^t*8 enthusiasm. 


Section D 

Factors in the formulation of a new Fiscal Policy 


Qv/CSlionSl. — W hat in your assessment is the relative importance of the main changes 

in the pattern of our foreign trade which have taken place in the period* 

(а) 1939-45, 

(б) 1946-49. 


(a) Durijig the War years 1939-45, it was impossible to procure the caiptal or con- 
Sumer goods which India did not produce herself, and for which her usual .'•ource of 
supply used to be Britain, the Dominions, the U.S.A., Germany and Japan. Ger- 
many and Japan were, of course, out of the running altogether, during the War. 
In Britain the local industry had to be diverted almost entirely to war purposes, 
so that hardly any plant was available for civilian or consumer’s goods. And the 
same might be said about the British Dominions like Canada, or allied countries, 
like France. 


In the U.S.A. up to 1941, civilian production continued; but the war demand of 
Europe for those goods as well as munitions was so intense, the possibility of U.S.A. 
joining in the War was so imminent and so rapidly growing every day, that even 
before the U.S.A. entered the War officially, the Lease Lend SysUm had been evolved 
mainly to supply the war needs of British and her Alliis. When America joined the 
War on her own account, the entire productive organisation was turned tow arcis supp- 
lying her own and the Allies’ war needs ; so that the civilian demand in countries 

like India, either for consumer or capital goods, Iiad to be almost utterly denied. 


This was the chief explanation of the series of regulations which came to control 
both Imports into and exports from India during these years. The control 
grew in scope and volume as the war intensified till the larger portion of the entire 

foreign trade was covered by it. 


The growing scarcity of shipping also was responsible— certainly after the unres- 
tricted submarine warfare which Germany began, and which Japan followed up 
when she too entered the War. Prices also rose very steeply but as Inelian Industry 
and production of all kinds began to get ever higher pnees, that w ould not by itself 
hinder exports from India or imports into this country by itself. But coming along 
with other factors, it affected the industrial position m India, favourably even if 

-temporarily. 


The chief consumer of Indian exports like cotton, both raw and manufactured- 
were before the War Japan and the countries that had fallen under her domination 
As they were cut off by tL War, and as trade with free China was materially imreded 
"e prtacipal exports of India naturally suffered a decline Other articles like Ju e, 
^me under the influence of Lease Lend. The factors w-^hich affected imports a so 
s^wed themselves in connection with the exports. That part of the trade had also 

therefore to be controlled. 


in\ Aft^r f-iu\ of the War new difficulties have cropped up in this country as well 
(6) After tbe :«*f.rnntionftl trade. The process of rehabilitation and re- 

as outside to orinciiml belligerent countries including Britain and the 

Kd’■&^hrd^o^\kTu;:’rs'not ;.t completed, except perhaps in the United 
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States. But the aftermath of war and the prevailmg 

tions inclines American energy to prepare for the next war , ® ® to have 

(e a., by the Marshall Aid Plan for European Recovery) whn^h she may expect t^av 

If Ind when that war comes rather than to emphasise normal production and tr . 

The prevailing scarcity of DoUar Exchange operates in the 
trade with the so called ‘Hard’ currency areas more than ever difBcult particularly 

in regard to imports. 

British economy has been so affected by the War. 
ments having largely disappeared or used up, lo^Hnduat^ and 

troyed, it takes her all her energy and veiy 

'recondition trade in the altered situation. She has now ve^ countries, 

pvuorts” which came to her as interest on loans to lorei^i • 

“nt^s'^nclr^ed^^ ve^'^Sgradveme ba^l^ce mtlHon: 

For a time this was got over by the Anglo-American 

But that loan was exhausted much sooner than was anticipated, and p 

making her exports pay for her imports is more acute than ever. 

con^mer and ^pitaiToods. ' ImportB on 

fltill insufficient in many cases to meet local demand. ideir ngur g 

on the export side is limited. 

India thus suffers from all the hardships of a deficit country and sees no ray of 
hopo^of reconstructing and rehabiUtating her national economy, 

p“rro<i, to bo self-sufficient, if not a creditor country, or surplus exporter on the 
balance. 

The absence of any definite programme of recons^nction, 
orderffig ; the uncertainty of a definite poUcy in e^nti^ matters, 
including taxation, currency and exchange, makes the nerve 

extrcmefv shaken, and unable to get on with the process of reconstruction, such as 
it may bo in their power to effect. 

India had, no doubt, considerable balances accumulated during the war years 
in sterling, and kept in London, at the time the War came to an end. But thete 
b■l^lnces^vP^e not and could not be made available immediately for converaiop 
into hard curicnci<*-<. Nor ^^as Britain herself able to supply aU the needs of 
in the mutter ol In r irnlu^triaUsation, post-war planning or reconstruction, ihe 
i.nlv availalde rcni'dy l,>r fiKlia was thus inaccessible. 

'I'ht- tuod shtoii.i N- uiihm tin- c«'nntiy has mu-iisifio'l the exehange crisis.^ Ac- 
(iidinglv sliips, ;.lint, n achircry and ctiuipiiioni— which are absolutely mdis- 
ncvis.ii'lc tor rehalu '’ •.thii: ih'- national cc«.imiiny ot this country, and placing i 
.1- ■\ j'.J ( tooling — arc impussiblc. . . 



QuesUon 32 . — If ould you briefly aualyse the effects of the (a) legislative arul (6) adminis- 
trative measures relating to tfik control and regulation of our foreign 
trade which Government have had to adopt during these periods on (a) 
our import and export trade and (6) the growth and development of our 
industries ? 


As legislative measures have been mentioned in reply to the previous question 
it would suffice, generally speaking, to answer the second part. 

^ The import and export trade policies and their administration were not con- 
ducive to the g^o^vth of industries. After the termination of the War, for one reason 
or another, import of a large number of consumer goods, the production of which 
was either already sufficient or could be easily stepped up, was permitted freely 
to the detriment of existing industries. But import of essential items like metals, 
engineering stores, machinery and machine tools which were not produced in ade- 
quate quantities was not allowed without a licence. Again the existence of res- 
trictions on the export of manufactured goods and the prohibition of even sending 
samples in some cases to foreign countries prevented the restoration of pre-war 
trade contacts and restricted the scope for development of indigenous industries. 

Question 33. — To what extent have these changes affected the fundamental premises 

on which the recommendations of the Indian Fiscal Commission of 1921- 
22 were based? Please ill^istrate your reply with examples drawn from 
the trade or industries with which you may be concerned or about which 
you may possess adequate knowledge. 

The basic premises of the Fiscal Commission, as stated elsewhere, sought to 
give India a fiscal policy, which would afford “ discriminating protection ” to in- 
dustries that had reasonable hope of success, within a limited period. These expecta- 
tions were founded on the availability of raw material, sufficient in quantity and 
suitable in quality ; cheap and adequate labour supply, skilled as well os unskilled ; 
-and a large and growing market at homo. Fiscal protection was also to be 
conditioned by the fact that, without it, the industry, otherwise suitable would 
have no chance to grow. This protection was, further given on condition that 
no undue sacrifice was involved upon the consumer, and that ^vithin a stated period 
the industry thus protected was able to stand on its own legs and face world 
■competition. 


For reasons mentioned in answer to previous questions, these premises cannot 
•bold good to-day. Nor can the limited objective and stringent conditions assumed 
and prescribed by the earlier Fiscal Commission be wholly maintained. As this 
part of the question has been dealt with already, no further remarks are necessary. 

QuesUon 34. — In the light of your analysis and appreciation, what is the relative im» 

portance you would attach under present day conditions to governmental 
measures for the promotion of our trade and industry which may be 
broadly classified under the following heads : 

(a) Fiseai pleasures. 

(5) Non-fiseal measures. 


So far as fiscal measures are concerned, the commonest form is that of customs 
duties on imports of foreign products competing with those of the protected industry 
at home sufficiently high to set off the initial disadvantages or handicaps of the 
relatively newly planted competing indigenous industries, fhese have limits and 
may bo counteracted. Other form-s include subsidies or bounties in cash on certain 
conditions to be fulfilled by now industrie.s or existing ones. bounty fed or sub- 

sidised industry or serviee must be sufTicienlly important, vital to the very existence 
of the country to justif'v the direct burden on llio E.xchequer that such bounties or 
subsidies involve. There is also the danger that in times of financial slritigeuoy 
this form of direct cash assistance uiay not be continued In a democracy <>■ Party 
Government this <ianger is not merely nominaJ, but quito real and menaciig. 
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international trade. 

Of these measures by the “u^l^p^e 0“^ 

“to. “h““d m the ^gW of a bmden upon * 

usuX'’S^en‘ta“terftrunto. and“ofton ’grudgingly ; ““ 

easy and popular form “f ad'’vLtog*es'’of such'^methods which involve 

ception, moreover, by the ^ople ot iiJryUf fh^tt this form of industrial 

“?isgliialzses:s 

starts or an existing industry expands. ^ r> . Shinnintr 

Of non-fiscal measures, such as manipulation of Radway SLd 

of an industrialising country. 

As observed in answer to a previous question, Radway Rat^ 

^rvice, Specml .,00 -— 1 rat^ m Jtageously. or bring 

S"f^^o%rSed'^gotdsTrcom;^^^^^^^^^ of - 

dustry were the order of the day until recently. 

Shinninc freight for Indian trade could not, even if the country’s Government 
wantwi^^ bo manipulated in favour of Indian Industry becau^ of the prince of 
foreign ship o^^'ne^ hi Indian waters who would not be amenable to 
The telescoping of shipping freight ^vith railway rates was equally ^ 9 ^ 

India’s hcneiit^ This form of assUtance to local industry the Government of India 
We not exidoited and flo not still do so to any appreciable extent or in any scientifio 

niaunor- 

Yet other forms of effective aid in appropriate cases include cheap loans, guarantee 
of dividends, guaranteed purchase of proportion of the output, techmcal ^ . 

-etaff and provision of expert advice from abroad, statistical information roga^g 
'markets, special supervision m the organisation of industrial concerns such m 
J oint-stock Companies or co-operative bodies, Trade Marks Act, Merchant ^^ippmg 
Act and the like, hav“ been known in other countries to have influenced materiaUy 

in buiMuig up local industry and shipping. 

K ich of these methods, <levice 3 or expedients has been or is being tried by even 
ftihaiucil industiialLseil countries, like Britain. 'The Cimard Shipping Company 
for example, has hc-^^n iul' anctHl at very low rate of uiterest the capitel cost of 
ing the 1 wu largest i-x of the world— the Quetn Mary and the Queen El%zab^. 
Other eompanie.s Have : .*u aiilcd by direct subsidies, particularly those o^vn^ 
tramp steamers. Keccut irade agreements have included clauses about quotas 
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'which would guarantee a certain market for the products of protected industries- 
' Even Soviet Russia has had to obtain foreign experts on a large scale from countries 
with a way of life radically opposed to hers. Trade Marks and Merchant Shipping 
Acts have* helped, and help oven now in giving special concession or advantage to 
local industry, and discriminating between several countries of origin of imported 
goods to secure some advantage for our goods. While the commodity used statutory 
system of licensing every establishment might be utilised as much to guard against 
abuses, as to assist our owm enterprise. All these are practised in a very, very limited 
and half hearted manner by the Government of India though in other countires they 
have beeen tried with handsome results. 

Tiler© is one form of encouragement to local industry wliicli cannot bc^ brought 
.under official Fiscal Policy, but which is nevertheless effective in its results in the 
wholesale deliberate disenmination in favour of one’s own products. We have an 
-excellent precedent of Britain within tlie last decade in the so-called “Buy British 
campaign. In this country, the Swadeshi campaign wliich was exactly on a par, 
met with a sturdy opposition from the tlien Government of India for rei'.45<)ns easily 
imaginable. The movement nevertheless developed a sentiment which is much 
more valuable to the local industry than it could have been in tlie past, tor m-.Uuice, 
the continued existence of one large Shipping concern in this country, m spite of 
ruthless and powerful comi>etitionfromforeign vested interests almost monopolising 
our carrying trade must be ascribed in no small measure to that .sentiment. Ihe 
reasons which prompted the old Government of India to resist these concrete 
manifestations of the Nationalist sentiment no longer opijate. Ihe new popular 
and responsible Government will hnd that this sentiment, if carefully cult ivated and 

doliberacelv stimulated by means of oil tlie mod-ra «[ cul >y<'t»Jg l>«blic 

opinion or'propagaiul-i.— like tlie Radio, the Cinema, the Svh )o!. tlie Church and tlie 
Public Platform-will prove invalu iblc !v>t (uily in an early attai unent of the pnneipal 
objective, hut also in resaving or avoi.Utigall emb;xrrassiuent regarding eoinpl^ 
tioiis witii oth T countries arising out of Trade 'Ireaties or other ,.l.hgation.s Ihi^ 
direct form of public asdstanee can he supp-rted I.y indirect mclluH s ai.d |.i-ve 
much more eff -ctive both.— fo: tie- shod to un and in tlie longrange and the cimntty s 
industry could hi intonsivoly and rapidly develop -d as planned. 

Fv r reasons exi-l .ined earlier, the previou.s Govirnment of India .li.) not, could 
not orwoul« not adopt anv of these. Our new n vtionrl and popular Govern, 
merit wliich now has complete control oi our destinies has no -such mbibitjoiis. 
S rt 1. at ly. for the monu-nt that even if it wanted to adopt thc.^e expedients or 
any of hem iggreesivelv it is not in a position to do so in any degree that would 
brhig definite substantial results. Efforts are indeed. iK-mg n ad.e. as mentioned 
above to build up training institutions and seientiiic resear. h wliu li eou d he ]...r- 
nessed in the service of industry. But these will take time arid even when tliey come 
-h mav be questioned if all tlie advantages exi>ec-ted th.-refrom would 
’ T«^t^J^nldhave to olace her liouse much more in order, -before she could be frt-o 
inergeSly aV effectively to build up licr national ecoriomy to ensure tlie i ros- 
perhy onho country and a‘civilis.-cl standard of living for her people. 

<iueHwn trade and assM in Ihe development of our .nduelruel 

■ . 1 1. .... o,rifri»olicv consisting not only in iinj)ort or export 

^ An appropriate and c *' ' 4,.„j^tic\vell thought out policy in all its several 

duties, but a ^ to^the different needs of tlie several industiies, and 

also fitting in country so as to make a harmmious and 

intensive all-romwinnlustri.l at. o-u ^ 

sympathetic. wK«!<-. .,n,-s'iae.l empItaJis nhglit create new 

•of larger industries. • ' 4 economy, wlieroin clue jilace would 

bott’to agricXre and indu»try. to all the ancillary service, of banking. 
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transport, iixsurance and, commerce to all utilities and amenities wliich make a decent 
standard of living must bo the ideal sought. All measures of policy should be adapted 
to attain that ideal. 

Question 36. — What in your judgement should be the objectives of tariff policy in a short 

period ? 

This question demands a differentiative as between short term and long range 
policy, but requires the answer to be confined to only short term mei-sures. We would 
suggest that for immediate effect our fiscal policy should be framed and the measures 
taken, in pursuance of it must be adapted to the immediate needs. At the present 
time the main difficulty of large scale industry is in regard to the procurement of 
now capital goods, including plant, equipment and macliinery, their parts andacces* 
series. Tliis difficulty is for the moment intensified by the shortage of foreign ex- 
change particularly m ‘hard currency’. Measures must therefore be taken whether 
as part of the country’s fiscal policy or otherwise, which would obviate or remedy 
this immediate difficulty, and provide the equipment necessary for existing and new 
industiies to expand and develop. And pending this establishment of large scale 
mechanised industry, its smaller cottage-scale counterpart should be actively re- 
organised, reconditioned and stimulated to make up as much of the gap in consumer 
gocKls as possible. Moreover short-period activities should be confined to large scale 
consumer goods industry and directed by the centre cottage industrios may be pursued 
by tlie Provinces. 

Tho policy of protection by customs tariffs manipulation, in the shape of export 
aiul import duties may also be redesigned and adopted to the more urgent require- 
ments. It must bo harmomous with the re.st of the economic policy, including all 
])r.inehfs of Public Finance. It must at the same tinu+ be appropriate to provide 
scope lur inrligonous industry to expand ami develop for the supply, primarily, 
of the whole of the- home market, for Dio einploymc'Ut of all available local labour, 
skilKii, or un.skilied, and for eajiital investment equal to the industiiai poteiui 1. 
It must, lindly be siiffu ien( for building up tlie general prospciity of the country 
and I'liMiriiig u bt-tior staiulcrd of living for its jicople. 

The oljjiH live m view, tliercdoiv, even in short term developmcAt of particular 
iudustrie.s whicOi may ask for protection or which the Commission feel would deve- 
loj) effeetivel^• witli the aid of protection, should be a balanced economy and 
attainment of national self-sufticieucy in as wide a measure as possible in essential 
requirements which should not be lost sight of. 


Question 37. — The Minorities Report of the Indian Fiscal Commission of 2921 ’■22 

expressed the view that there should be an unqualified announcement 
that th^ Fiscal Policy suited for India is protection. Do you agree with- 
this view t 


Certainly. Wlule the country has to build up all the ‘key’ industries as well ^ 
the vital essential services, not only to ensure material prosperity and a decent 
standard of living for the mass of the people, but also in the still larger interests of 
national safety, security and mdepenc^uce. Such declaration of national policy" 
Would be. as legitimate as it is necessar}-. We have a heavy leewaj' to make up in our 
indu.slrial tlevc*lopment and economic pro.sperity; and it would be futile to expect 
to realise this objective without such a policy and definite, adequate measures taken 
in .support of it. The ideal of National Self-Sufficiency in vital and essential 
r<'(|uinjn(-nts holdout in thc-se answers and of seouriug a jiroperiy la lanced economy 
alvo r.'poatodlv •■mpiiusi.'ied, demand tliat the only suitable policy for the country 
IS on. of and elfectivo eld and protection in appropriate forms, given to 

eu-iM. n. a .to bnild it>o!f up to its nf>t inuiin oapaoity, and existing ones to 

r.'. ..!aiition, r.Uiouali.^e and oxjiaial ihemsohva so as to .secure all possible economies, 
and TiKM i tlic maximum possible of tho home market demand at least. 
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It- is for these reasons that the policy of adequate, effective and appopriate, 
and sufl5ciently durable protection should bo enipbesised by this Commission no 
less than by the Minority Commission of 1921-22. 


Question 38. — If, so, what principles and conditions would you lay doumfor regulating 

the grant of protection or assistance ? 

Having accepted the principle of adequate, effective and sufficiently durable ■ 
protection to all suitable industries in the country, this Memorandum would not 
limit, or condition that by considerations which seem to have weighed over much 
with the Fiscal Commission of nearly a generation ago. The apprehension of a pro- 
tectionist policy proving a burden to the consumer, or the community as a whole has, 
as already pointed out, been misconceived for obvious reasons under the then politi- 
cal and economic condition of India working in absolute subordination to the Econo- 
mic Imperialism of Britain. They are not likely to occur in reality. Insofar, 
however, as it does occur notwithstanding all precautions it will be more than counter- 
balanced by the establishment of new industries which will compensate for or avoid 
the really burdensome character of Fiscal duties and of other appropriate forms of 
effective protection to indigenous industry. 

Nor need it be assumed that a protectionist policy towards industries would 
necossarUy be burdensome ; it may take the form not of import or export duties 
but may be equally well found in indirect measures imperceptible m their effects 
e a manipulation of freights on railways or waterways ; exemption from taxation ; 
special currency and credit fucUities : provision of technical personnel and expert 
advice - improving the general educational system, and affording amenities lor wor- 
kers so as to increase tlieir productive efficiency and a number ol other cognate 
expedients or devices whicl. would Ije bcncfu-ial in the long run to the community 
as a whole ; and at the same time luliiful to the mdiistrial growth of the country. 

'Other specific eondition.s i(,r according protection, like availabUity of raw materials 
of labour, and of market : or the inherent possibility of tlio in.Iu>tiy thus (levelopec 
to withstand n ithin « piv.-n period and stand on .ts own lep, 

bv the earlier Fiseal Cojnniission, are necessities of tlie real and lastmg growth of 
anv industry. To stress them, iiowovcr, hy making them each a condition pre- 
cedent for the grantof proteetionis apt, in tlie ordinary mind to overlook the still 
“L overriding considerations of national salety, security and self-sufficiency m 

essential needs. 

We would therefore, not insist upon these conditions as the sine^wa non of 
\\e wouia, in . . .^vhich on investigation is found to be in need of 

H “"S L°elopment of industries in our view should be a matter of general policy 
It. ine , a, National Government on a nationwide scale of 

and planned I poUcy, financial measures, education and other ad- 

development n wheh the concomitants. All would, more- 

vantages N^ould be m g P ■ tlie other, so as to make a comprehensive- 

over, be and a carefully divised, corolated and 

and coMistont H li^c these conditions, would bo 

emphT,“thrcSt7\osffig persp;,,.tlvo. proportion or balance 
picture. 

, ,.*• need be mentioned at all is in regard to an industry 

. tHhe ^>iintrv uitli reasonable possibilities of development by tho 

being suitable to the conn ^ Slate. It must be essential to the very 

fostering nation, or vital f^^^ its aggregate national 

Tcono"!^ t t i,„,a,„,.„.,otldy to achieve a pre-determmod 

objective or goal. 


of 


over- 
the whole 
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Question 39.— Would you, in (he applicaiion of the formula or prx'mxpU, */ 

in the adminislration of the policy in general, Uke specuU cons^r^um 
or priority to be givin tc any particular classea of industry t If so 
please mention classes. 

This is a matter for some kind of an overall National Planning Authority to 
advise upon. Such a body itself would have to be guided by the prevailing condi- 
tions and circumstances under which such policies have to be framed and meaaur^ 
to be carried out. For a country in the position that India is today, and under the 
circumstances now obtaining in the world, priority may have to be given : — 

(а) Industries indispensable for the maintenance of the country’s defence- 
safety and security. This will include not only industries directly connected vdth 
the production of armament and ammunitions of all kinds ; but also all vehicles, 
instruments or apparatus concerned with the organisation, equipment, 
movement, feeding, clothing and housing of the defence forces by land, air or sea as 
well as their auxiliaries, their health and education. 

(б) Industries relating to the production of primary machinery and machine 
tools» essential for the building up of other important industries. These may be 
called ‘Key’ or mother industries, whose list may be large, and whose establishment 
in this country is a matter of the country’s economic independence and industrial 

self-sufficiency. 

The more question of competitive costs in production at home or of imported 
goods from abroad, which seemed to have influenced unduly the previous Fiscal 

Comraissioncannot be suffered to influence the decision on this matter by the Gov- 
ernment of tlio country. A foreign Government, operating in subsidiary co-operation 
witli their Home Government, may take such a view. But a National Government 
resting on the .support of the people cannot afford to ignore the very fundamental 
rcquircnuMits of the country’s industry at large ns well as other sectors of the national 
economy. 

Tlic only conflition that may he urged or insisted upon would bo that these 
various aspects, scctor.s and items' which make up the aggregate national economy 
should he. integratetl, mutually corelated and developed simultaneously. The 
degree of emphasis may from time to time vary. It may increase vdth the prevailing 
cireumstances, both ^\-itlun the country and outside. But such variation would be 
toinporary, anti cannot be held to affect the main order of development indicated 

above. 

(c) In giN’ing priority to the first two, we are not overlooking the claim of oon- 
eumer goorls. In fact, in so far as the actual standard of living for the large mass 
of the country is and has been below par, increasing production of consumer goods 
including fotidstuffs, clothing, housing, etc. is a matter of vittil necessity, and cannot 
be deferrerl to any distant future. 

% 

One, may even assert that the priority giv’en to the two preceding classes ia‘ 
really iti order to secure the better development and fuller gro^vth of this class of 
in<lustrics, in so far as they bear directly on the daily life and work of the people. This 
group woukl include not merely productive industry, whether on the large or the. 
small scale ; it must comprise all forms of production and distribution which would 
enable jfi'opor consumption according to pre-determined standards being had by the 
mass of the jjc'oplo. It would, therefore, include inevitably industry, agriculture, 
as Nsell a.s all puldif utilitic.s and services, such as Health, Education and Sanitation, 
tiansport aufl t)lhcT public Utiiitie.s. These last may not be productive of material 
goo<ls <lirectly b.v themselves ; but they materially assist those otlier industries that 
dirc'-i ly produce* material goods. In this large group there may be varying priority as 
betv. “iMi different items or groiqjs of items according to .special circumstances or pass- 
iii.c condition.'^. But taken < .'!<*itivcdy and for ordinary peacetime life, they make 
I'.p th'* agtrreL'ate ^taiiflard o living. 
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An improved standard of Uvmg ^^SSon''as of better, 

the mass of the people, is the ‘ “ “J**/ ^e T«°“' s* * 

more rational, more ^‘"'’"‘nevelop the country’s economy as a whole 

men< are vnder consuleratwn. 

For reasons just given in ‘^e an^e^o Sence to an 

•evident that the poUcy stage It applies equally to existing 

existing industry in Its early strugghng st^g^ potential development of the 

BtruggUng against foreign industrial. A Fiscal Policy even if it is 

country ; and that, also, o*^y ^ have to he framed and applied so as 

part of the general policy m this re ard^ ^^^^^^ national economy. 

maintain its due miportance m the by the State must not be 

ronfin:^ r^^y suSustViL as. being in existence, have to struggle 
existence. 

^uesliou .f .-(a), F,eaee ,W.cu. your o.u. on .c roriou., oheruobVc o/ .ro- 

tection, o.g. 

(i) protective import duties, 

<ii) bounty or sutj'dy, force 

(lit) system of pool prices, c g. 



mt(7«€ids ? ohnuld be the norvial method ? 

(b) ^yhich of these methods should determined in each case 

itself has already been examined 

also been indicated. *«,.t5r,n to the local industry and is 

(0 It is perhaps the oms^W 

er, I ignored. 

by means of trusts, syn I .hsidv or bounty in building up 

(U)' Mention has payments madejn insr^nct , 

- "t! Scui Jd ^ aspeeiii;. ;::t in .h. 

shippmg bounti^ wer I 'Prarnp Shipping m the nevertheless helped 

ton subsidy by ^ntam to lu r^ dvmg oiit. ut - h.‘ P 

alive a class of exports for Britan „n.ans of bounties 

to earn what may be eajled ^ ^ Uy , 1; ’ '^^"^.ecount of carriage 

were badly needed J^Kifform of assi.stance ; while j a> me nts 
is a classic example of this lor 


The role and 
country 
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^7 silips is a well-known universally practised form of &ub> 
inrr^' ^ already pointed Out the objectives inherent in this method of assist- 

ar>^?Pkw^^i They are direct visible burdens on the public exchequer, and 

so liable to be terminated at any time by the Party influence at different moments. 

T.in elped by such devices would not be in a position to make any long range 

p ns epen mg upon such help, unless they are of such vital national importance 
that no country would dare to scrap the system. 

(ill) No specific remarks are offered on this point, except, that unless such pools 
are umversaUy agreed to and observed, they may not be very effective. Even when 
ley are part ol an international agreement, and are made so as to harmonise the 

eres s o each party to the agreement, they may be believed to be unfair to some. 
That would lead to their own undoing. 

method may be appropriate if the country’s output is limited, and equal 
aggregate local demand. Foreign competition in given cases, may be so serious 
that no portion of the local production might be available to the domestic market, 

such device is adopted by which competing foreign imports are limited 
rpj ^ reserving a reasonable share of the domestic marker for the local producer, 
lliis would naturally raise the price and so provide a protection without any direct 
burden upon the community as a whole or upon its exchequer. 

In answer to an earlier question the advantages ns well as the disadvantages 
U ach of the several forms of protection have already been shown. The commonest, 

f protection afforded by cus- 

n f!»r/ " competing imports, or exports of home production so as to guarantee 

fro'nrjh'^ ot raw material for the domestic producer. This, however! suffered 

the handicap of imposing a burden of the community as a whole indirectly. 

of vital national importance, on which the safety, security or in- 
Whi n- cost indirect methods would not suffice, 

.services ant! otil't- ^ot an overwhelming consideration, industries, 

t.a tion T , . 'Vill have to he developed by every form of State aid and pro- 

shim lioc ^'i services and basic industries of transport, including 

U munitions of all 

emmt^y ^ therewith, development of the mineral ^vealth of the 

r., preference cannot be shown or exclusive reliance placed on a sinfrio 

t The t’imetoLr™ alsriS? 

{lrnf!Ii. the Utility of such device. That is to say. if and where lone- 

hp t- methods will have to 

The ixa4i;TpVropriL't^ ° 

^Foron^a„d%r'sfi:Td'irst“'! 

generallv helpful is that the ultimate tlown safely, which may be 
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industry within the country. The safeguarding measures are not 

teotive; but meant to preserve and maintain important or essential ^ 

in existence and fairly developed ; but whieh are threatened with 

new international development, technical innovation, 

They are. therefore, adopted, primarily to guard against ® 

countries with deUberately depreciated currencies, or their subsidised goods, or uith 
the deliberate design of preventing the establishment and growth of given mdustnes 
£ the imports or for any political reason such measur^ would presumably 

be of short duration, whUe the particular contingency lasts. They must be 
euished from substantial mearues of protection and deliberate aid to a given 
to come into being and grow which must necessarily be of comparatively long-ra g 

character. 

For anti-dumping and safeguarding measures to be earried out satisfactorily, 

c“gSitTontSoTThfc^n"^^^^^^ 

which rfquired application in varying degrees from time to time. 

When Japanese di^pmg^o^T^ne 

~ «°vernLnt of India. 

The deliberate and and Burma, was 

terloping m the ■' :_ helping to dump essentially of the same 

another instance of subsuhsed shi{ i ^ however di«l not bestir themselves to 

kind as the above. The ;^e^M Shipping until British 

act for safeguarding the "> ^ a;; .:";;.;.nKnt uas then'made between the 

interests clamoured foi such ])rot jjidian uaters to share the trufhe 

Indian and British f „i,lv a fraction of the total trade, by 

in certain proportions. Indian Ship] ^ u , ^ j„ the matter ot standard 

which some steps could ho taken ^ ^ hy the Dutch Lines 

or reasonable freight. Kecent loss. Btit besides prote.stinp 

of ships doing ^rnnu-nt seenu-d powerless to do anything by way 

against the action, the Indian G agreement was reached between all 

of protection or safeguards unti freight rates. When such a rate-war is 

concerned to maintain a . forcicn company the combines adversely 

launched to serve private ends action against the foreig. 

affected should have the ngh i.„,pnts meant for normal usage should be made 

nor and the international commitments me, 

inoperative in such contmgenceB. ^ 

Question 43.-What place u,onld you ass.gu lo Export vu, 

future t .nufrnl Ibv duties or otherwise) for the 

(6) WouJd you advodaie csporl control {try an 

purposeof: conswier against critical shortages, 

(t) safeguarding i e ^ , materials for utilisation by domes- 

(ii) conservi*n)g domestic snppl J 

tic industries ( . , u f * • 

• n Ti.f si suilahlc 10 be levied on such of a country 3 
Export duties are, economiealiN • ' ' count rv. For, in that case, the burden 

production as is practically a monopoi> ^ ^ jj.^.'foreign consumer of such mono- 

ofthe export duty would pre.sunn',bi\ < protective significance, inasmuch as 

polised specialities. Such dut.c:, I'l'v'of ‘ 

they help to secure a plentilul sni>piv ^ ^ nj^tenal of industry f 

presupposes, ofeourse. that the Exp<,rl Uutv 
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and that the wuntry levying such a duty has the necessary industry to work up the 
raw material into the finished product. It may be, however, that the duty in prac- 
tice proves to be an mequitable handicap on the primaiy producer, who is deprived 
oy It ot a wider, competitive market for his produce. 

are however, generally for revenue purpose. Their reasonable 
limit IS the point at which production of substitutes maybe estimated, in which case 

f will fail to produce much revenue, as the demand will fall off. Even if the 

taxed article is a monopoly, but there is a limited market for it,- almost like a 
consumer s monopoly— the export duty would not realise its principal objective. 

monopolised commodity when exported is in the nature of a raw 
wffMn Indian Jute which is possible to be manufactured into finished goods 

corrprnnnrl V ’ 7°^^^ Considering if such a duty is desirable. For the 

t developed, can earn greater profit in selling the manufac- 
f I • P raw material, and at the same time provide increased scope 

hn and labour employment. Under certain circumstances, it may 

as ''"*y e.ssential raw material to prohibitive level, so 

ind*nstrv raw material raised in the country entirely for the manufacturing 

industry based upon that raw material, and established in the country. 

situaHon of RrpTin ‘.“'‘'i “‘‘rr’.'’ desirable for countries in the 

thV . oimTo/r'" or a differential price for good’s for export and 

nd mee vh eon.siiined within tlie country. Even if purchased, in the first 

n-,t.iun uithin the country (he difference in price charged in the first instance 

s vtiifiehu'v Ti!!'" * ' h ■ ronsumption, may he refunded on 

a. tinily i xponT " Pro'l'>«-d that the goods were in fact for export and were 

s ire r i\v ’m iV' ^Vi "'"‘i’ Parpo-se of ensuri ug suinily of tlie neccs- 

'.tluTivi e Irk.lv to 1"^ , I'" d iini.slic industry, or for domc.stic consumption of goods 

I V f he ioei ’"l"' 1 •' • "''‘’'-''i S-’ods may he competing in tlie Tvorld 

1.7 h fin 1 i a'atrrial, even if tlu. loee.l pr, diietion 

ra X; 1 Ite s.umK Profitable market outside, it would he desirable to secure 

not s. ffe7i neXd ess h r””” ^ ’■'■“enable prices, .so that the local indi.strv .should 
luces bu^^^^^ "'ato. i,.l which the country fiself pro- 

m7sXrr a'wlrr conditions of competitive trade, is not , n ailable in a ^.q.. red 



. ^ -- ^ ^ ^ VV I JV-H 1. 

of prld'Th.';r7X‘77X77iVe dlu -'™"' ^''""■'■’'1 “atrol of exports bv means 

tro'l can al7 b; e7n isViX ^on- 

which would ciuilih* n ^ of licences 

enable one connfrv to <liscriiniicite n- \7t7 different countries, or 

In tliese days wlie'n trade treat ie.s -Lr-'e. tlu* several purchasers of its produce. 

ticulargooilsto l>articul tr coi'intri.'- 't ' quotas of supply of par- 
ing and control on Jrade'o rh itn^ " 

duly carried out. nieurred iind<T the treaties maybe 

duties. Co?ntrieI’mrvocc^?on^^^ radieall\- oj.posed to export 

- > fect into a position m winch they must stimulate 



exports at any cost. In such a case as any hindrance to export would be undesi^ 
able, unless as it happens in Britain to-day, for example, it may be that export is 
only to be directed to particular countries whose currency is badly in demand. Under 
those circumstances however it would not be so much an indiscriminate stimulation 
of exports all round, but a controlled direction of exports to particular countries oi 
of particular commodities. Such action is usually for purprses more of rejpilating: 
the balance of trade and exchange, than for reasons of promoting any domestic 
industry. The safeguard of the domestic consumer is acliieved by such duties as 
mentioned already when they are imposed for purposes of securing a mii^um supply 
of raw material needed for the country’s own industry, whose cost of production 
would otherwhe be unnecessarily increased. 


Thereis however, a feeling in certain tpiartcrs that export duties are unnecessary. 

Li fact the American constitution provides a constitutional bar against levying duties 
on the ’produce of auy member state of the Uni.,,.. It is titoupht to be an unneecs- 
sary interference wit), the freedom of tr.-.de, and also wltli tlie prosiwnty of tlie compo- 
nent parts of a Federation. Even tliougl, tl,e Indian eonstitm s ,,ot entmly a 
federal constitution, sucli a f.-eliiie may ipiite possibly affect parts of I>-di... For 
instance Bengal or, Bihar are monopolist pri dueers of Jute ai.dany export dutj on 
such an articlS is apt to be felt by the ,,rodueing unit to be an unneces^iry rcduct.on 
of their own prosperity. Export duties, tlicrefure, must be levied, if levied at all, 
with verylJeat cL, iud uud-r striet reservation, so that tlioy may be either d.s- 
psSerSitlfwIien unnecessan . or regulated so as to make the burdens fall exclusive 
FyTn the foreign produeer, and leave no handicap on the domestic producer. 

To make those duties an integral part of the financial system would in any ease- 
be ui^lesTraWe For if the State com. s to rely in any great measure upon the proececls 
of su^rduties: Tmay he unable to remove them when there is no economic justifi- 

cation or political iK*ccssity. 

Oimaiion 44 -Whal fi.^l mecu,.rc., if a,nj. ,vould you recunnmeud to .nabh an 
^ .slMishcd iuduMty to momtn.n ,ts experts > 

, , . ,1 • .s coimtrv i^ndits geuonvl economy, that such 

Ifit IS desirable, m th ' .‘i.nuij.tcd there may have to be Export Bounties, 

exports should be inamtaiu* ; . . niachinery or any of its parts or accessories, 

or refimd of ^hrin.iustrv conc ern.-d c onsumes. If the stimulation of export 

mcludmg Stores th-t tlie in I - - baiance-of-accounts position, at any 

is a geiier ^.1 nece-ssity l>ecause , , j iiiffiTent. It all depends upon for what 

given moment, the argunu-n and the regulation would be in. 

purpose the exixirts are De :>uni . 

accordance with that ]lo^itlo^. r , , , 

. • . , r [gerund of tlie Duties, price refund may also bo 
Apart from Export Moon “ > ’ . ^ rates have also been known 

given as already cxpl iineiU'-o- A and so jirovide a speciallj' favourable 
to stimulate exports to part icu a ^ - which for any reason,— economic oc 

balance or direetio.i of .,ountry. 

; otherwise— is deemed m tho mtcrci^t.s j 

.,/s tj/i method l>y whithihe Tariff Board at 
Question 46. — Have you any r >n ^ method of comparing the fair ael- 

sent fiJCf’S the q vJ" j ^ cost of the imported pro- 

ling price ofth-: d r/r / 

!,\ ;j.<- Tarift' Board of determining the degree- 

The method emi)lo\i d I r- • • - , the cost of production of a re* 

of protection needed by an\ Ha’.'-- ' ' , -md tlie corresponding cost at the 

presenUtive firm in tli-’t •, u. broad, is no doubt the obvious way of 

port of entry of the comp‘“i - . ‘ ^ private competitive enterprise, with 

providing protection to a n* j '*, 1 ^,. |.,jnlun on tho consumer. As however 

discrimination, and so as u' u< -d Uu' burden on the consumer is liable to 

stated more than once abo\ < , ' 


^184 

Ijc exagger.ited. Industries there may be whose establishment and development in 
the country within as short a time as possible, is of vital national importance, apart 
altogether from considrations of comparative cost. In fact, such industries must be 
developed almost irrespective of comparison between what it would cost at home for 
the articles required and if they are purchased abroad. Illustrations have been given 
above from the automobile, aircraft, ship-building, the armament and munitions in- 
•dustries which would need to be developed intensely, and up to the maximum of the 
needs of the country, regardless of considerations of cost. In many of such industries 
this country is particularly backward ; and yet her very existence as an independent, 
sovereign state would be at stake if those industries are not developed within a rea- 
sonably short time within the frontier of the coimtry itself. 

For those considerations therefore the usual method of the Tariff Board for de- 
termining the extent of protection needed by any industry would not be adequate or 
appropriate for such special cases just mentioned. 


■QmsHon 46. — Would you recommend variations in duties to meet variations in imxcH 

costs ? 

If a sliding scale of duties is provided, and if adequate ajid up-to-date informa- 
tion is maintained to gauge the varying incidence ofthecostof production, this 
device may be practicable. It will depend, however, upon the efficiency of the 
collection, compilation, and publication of such information. It must be official, 
authentic and beyond dispute ; it should be sufficient to proivido room for action by 
way of varying the duties. Within tlie period originally stipulated for the maintenance 
of the portoction granted, and which is calculated so as to enable a new industry to 
mtiko good its footing it would however be undesirable to make any such variation 
lest, in tryijig to approximate the protective duties to the cost of production, wo may 
undo the very basis of that industry. 


C^-iLcstxon 47 .— W here protection is to be given by tariff, what are the considerations which 

you thmk should govern the choice between the various alternative forms 
of duty such as specific, ad valorem, compound, etc. ? 


Specific duties, as already obsei^'ed, are fixed amounts levied per stated units 
These are less effective as protective measures when prices are rising . When how- 
ever, prices are falling, they become more protective than might have been originally 
intended. In cases where costs are constantly varying these may be more suitable 
than a fixed percentage of the declared or appraised value, especially if power is re- 
served to vary the amount charged from time to time according to the circumstances 
•of the moment. In India these duties have been used, particularly in the case of 
cotton textiles goods from Japan, which were competing unfairly by artificial depre. It 

tion of tho Yon, and other concessions available to the Japanese producer and exnor 
ter of such goods. ^ 


Other mca^ that could have bwn taken to guard against sueh competKion 
were, it was said not available because of tho obligatlttns of the Ihdo- JopanesO TVOdo 
Treaty then m force. ^ 


Tn contrast with these, ^ valorem dutira arc a fined percentage of the declared or 
appraised value which is of the sarne incidence irrespective of the price or cost eWe? 
Tf Die miti.il calciihaiun is reasonable, and tlie percentage is fixed at an adequate level 
I 1C protectuc ellcet would nut be marred by any variations in prices. But such 
duties .ire un.il.le to take any note of tlie liil|iruvements that may be made in the 

'{ii'iluy or .-IruicMli of tlu* Hi.liistrv. ' m lae 

% 


* 
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- The limitatFons of tliis forrfi of protection have been noticed atiove and iKcd 
'be repeated. 

The combination of protective and revenue dutie.s on one and the same i rlicle, 
or speciec and ad valorem duty in accordance with varying quality, makes kr greu- 
Srl^mpleX in administering the tarilf. Such compound duties may be neces. ary 
^nder cLtain circumstances ; but are not commendable m themselves. Other things 

being the same, they ought to be avoided. 

Question 48.-What do you think of the utility and practicobiUly of tariff quotas ? 

• tr ;u™“r«h-e a^ang?. 

rX"r made to get irad^d^steHn^glhe^^ 

to aid to the complexity and difBcul . . obnoxious 

in conducting foreign relations generallj , and. as sucii, are 

than usual. 

Question 49.-WoM you like a mini,nu,n or a ruoM Juraliou ,o le laid doun for 

protective measures ? 

.. , . 1 • I ^ithor new or have not growT\ or expanded to 

In the case of industries ^ desirable to lav down a minimum jieriod within 

their optimum possible, ir must remain in force. Such a period 

which the Protect’y® ^ imlustrv to build itself up, to the required level and 

is necessry to enable the p\en x * >;,.ndican wliicli have occurred bacause of the 
get over the initial iSurtriei Generally speaking, .t would 

non-existence or non-deyelopmt \ ' or tliree years to take root by ade* 

take a new industry under usual > got from abroad in the first instance. 

quate installation of plant and market, to organise ind manage it 

It wiU take still longer to /nternd economie^^^ Yet another two or three 

efficientry so as to effect all Po^^bly \ experience and technical knowledge 

years may be needed before ^^^^"^^'‘Lll^XnTpcriod of. say. 10 years, for ex peri- 
are gained. For these reasons som Protective measure 

On the other hand to Tt uTmp^iW« tb say in advanw 

rigidly ifl to invito keediess vears later, if maximum of period for the 

whatW conditions would be Wnglh is prescribed. Utterly new conA- 

duration of the protection upto an ^ . international relations 

tiona may supervene ; new msco^er . ^ affected the situation during such a 

may have been altered, e^eIl wa advance is impossible, 

period. To calculate and allow lor all t.i 

f fi nucxi.r» l-d circumstaneoB occurred, the growth of 
Even supposing none ol tm v coimtry for its products, and the dm. 

the industry, the irnpro\ing‘l'ii.. outside maybe .such tlmt it 

racter of the compctilioii ....Ik-ctive effect years in advance, 

would bo impossible to b-i' l' n ■ ii . li,„i,;.Uon onllie snverign autlionty or tlio 

Such a policy, would al>o u 


I { j I * * H M H 1 ' ' ^ 

vyu.w..*. ... , ,}',.in.--l'i‘-tmiuib)ebyitsclfforp(.lilicalifuot 

Legislature ol an ,.i auratiou for fiscal or financial measures 

economic reasons. j. tlicrefoie, uudersirablc. ^ 

of protection, prescribed m 


Question 50. — Are you satis fied %oith the existing tariff classification f // not, u;hat are- 

its defects and what changes would you suggest t Can the ezisiirig'’ 
system he so modified as to reduce the bwrden on the consumer without- 
any appreciable loss of revenue to the public exchequer. 

The Question demands a detailed review of the results of such Duties on the gener- 
al tr^ide and consumpi ion within the country, which it is impossible to append here. 
Spciiking broadl}*, Revenue Duties are imposed on articles of general consumption at 
relatively low rates. These rates are so calculated so as to obtain the maximum possi- 
ble yield from the lowest feasible rate of such taxation. , 

The object here is not to discourage consumption of such taxed articles, but 
actually to encourage it so as to secure the greatest possible yield. Usually the 
art icles selected for such duties are of daily necessity to the mass of the people, and so 
yield good revenues without affecting consumption. Such duties are by themselves 
unwelcome in a Democracy ; and only the over-riding consideration of balancing the 
national budget may justify their introduction and maintenance. To be effective for 
that purpose, revenue duties ought to bo counter-balanced by corresponding excise 
duties on local production wherever there is such production. But any charge on 
local produce would by itself be undesirable ; it w’ould need the same justification as 
has been given above in regard to such duties on foreign imports. 

Reducing the burden of these duties, therefore, by lowering or eliminating some 
of them, must not necessarily be construed to bring a loss to the Public Exchequer. 
On the contrary the larger turnover, would increase rather than diminish the yield 
from such duties. Such duties are liable to the operation of what in economics i» 
called the “law of increasing returns” wdiich few' financiers, however, seem fully to 
appreciate in this country at least. 

To suggest reduction in the rates is, of course, not the same thing as to suggest 
wholesale abolition of those duties altogether. Revenue considerations may be irres- 
istible and unanswerable at times ; and so w’holesale abolition impracticable. As 
explained above, however, they need not be held to prevent reduction in particular 
items or the rates changed. Where, however, a given duty is a compound of both 
revenue and protectionist charge, its complete abolition or even a reduction in the 
rate would be difficult. 

On the whole, however, if a revenue duty is imposed on articles of daily consum- 
ption by the mass of the people, e.g. Sale duty in India while it lasted, or a duty on 
tea in Britain, it would be desirable to place such duties on the fewest articles and at 
the lowest rates. The Free trade movement in England began with the demand 
for what was called a "free breakfast table” ; the intrinsic strength of the aggregate 
national econom}', — including its industrial production, demands the retention of 
such duties, can they be justified and continued. The fact, however, must not be lost 
■ sight of, even upder those circumstances, that complete abolition, of th^e burdens- 
may incTease the ability of the people to bear other burdens more easily, and as such 
the* revenue requirements of the State maj' not suffer so much from complete aboli- 
. lion of duties as may at first be imagined. . 

Question ol.^Havxng regard to — ^ 

(а) the future structure of our foreign trade, 

(б) the anticipatio7is relating to the course of international trade {underlying the 

Havana Charier Trade and Employment), and 

(c) the broa/i lins of our Industrial Policy as laid down in the Statement of the 
f;th A pril, i.VM', 

would you atl'inf.t a formulation of the objectives of our long-term fiscal 
policy .' 

Conditions at tUt Li' sent time are, no doubt, uncertain and rapidly changing, 
)t^ as regards our o\v» ' onomic position and trade prospects, as well os in referenco 
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to the similar factors t-ffccting other countries. Nevertheless, the basic objectives 
already indicated in answer to earlier questions need not be left vague or undefined, 
especially as they are unlilcely to coiiiflct with the considerations given n ques- 
tion. The aim of securing a policy of self-sufficiency at least in vital and essential 
requirements of bringing about a properly bahinccd national economy and a more 
equitable distribution of the National Dividend, need a comprehensive national plan. 
For only under such a comprehensive and e<vordinatcd Plan can we ensure the esta- 
blishment and proper growth of all suitable indiistries within the country without 
being affected by the changing characteristics of our foreign trade, of our industrial 
policy, or the course of international tra<lc ? 

Our own freedom has already altered its principal features, as pointed out in 
answer to an earlier Question, so rad'cally, that any defining of the long-range po icy 
and ohiectives of that poliev will not materially affect the trends that arc alrwu^v de- 
veloping in this d'rection. Our nee.l for « apitnl goods for instance on the import side 
wU continue for several years to come, until our local industry for producing 
these goods as well as in other sector.'^ is developec! to tlie oiitimum 
the shortage u, foo.l su,,,.lies, plans are being .na.lo and .noasnres a.ioptc.l 1° 
that shortage rvithin a .lednilo period. H„w tar tl.ese njeasuros Y"''' ^ 

difficult to SUV just now. Bui when ell ♦ be steps m the different sectors aluadj being 
taken or propose,! have n.atn.ed, lie- lood shortage and the eonserprent 
necessarily dimini.sli. Tl.e only s.air. e of aiiNiety .nay he the 

out-striT>nin<^ coiitinuouslv tlio imiiriiveinent in the lo- al food supplier . but that i.> a 
TauTr part.s of the nat'mnal p<.li< y iuto whu-h it is unnecessary for this 

Memorandum to enter. 

Tho imports .rf raw .naterials to P-'-’V'"'" ;p";;^p„rtTonhrcor'’r^^^^^ 
manufactured goods will also contiiiui . \\ luk. tho c\j niineral nro- 

terials may diminish, now materials lor export ma> "iniods '"for which our 

ducts, which are not yet fully tleveloped ; or m.inu ao ^ to nrovi.lo an 

immediate neighbour.s,botlM>n the East and Ih.o est, will eontmuo to proM.k 

excellent market for years to c*)nic. 

Tho direction of the foreign trade of f '\'’hat'''^han”e^^s^ on tho lines just 

materially every year. But the mam ran-refiseal poliev would not bo atYeet- 

foreign trade. 

1 if..v.,tvi rii irlcr on 'rrado and Employment our 

In regard to commitments umh r Ha\ an. of the Questionnaire. W o 

views will be given later on in reply to que> j . (.ssential respects as indi- 

have pointed out that unless the Charter i.s tlie long run. 

cated it w'ould prove detrimental fo the interests of th. conn > 

Finally the broad 
militate against tho 
attain, as indicated 

encouragement and stimulation of local icasons'not ilircetly connoeted 

heavy depression, by a variety invitation to foreign capital to bo in- 

■ ■ ’ ' * :> tnoir 

'oroigii 
mueli higher 
much needed 

profit than in its country of origin y*' y/K,Jji7ation^ Tt seems unTikely thutr^any 

industries in the country. In the face o " . . r’ommlssion to secure tho objoctives 
fiscal policy which may be rocommcn.locl '-y ‘' " 
given above would be in any way m<omp 
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heavy depression, by a variety .. i.-. U ition to foreign capital to bo in 

with foreign competition, it ..Is„ ofiers a ‘irritable imlustrics to thei 

vested in India in Indian Industry, s>o a.s • » ,^4,.:^^ are protected, tlio Foroigi 

optimum proportion. If, as is hkel> , sm ^ ‘ j J placed to earn much hkdic 

capital invocted in such protected ‘"'‘‘f,']' of astabiishing .. 
profit than in its country of origin .i.,..iorntinns it seems unlik 
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Ouestion 52.—l7L6ti^r tofaciliiate the objectives of our fiscal policy, do you think tiwoM 
question - yor Govt, or quasi-Govt. institutions to paHtctpaie %n foreign 

Utpde : 

(а) if4 the short period and 

(б) trt* the long run ? 

Neither necessary nor desirable either in the short period or in the long ">”• 
We are of the opinion that trading is not a function of the State even “ 
policy it. is very undesirable. Since the State can exercise a control on the «npo^ 

Ld Exports of ihe country through import-export regulations the JaTbodtes 

the State to exercise such a control in an efficient way 

and conserve all its energy to thU purpose. Further it would be “O^ nnfan the 
State which controls and regulates the importe and exports should “1?° 
foreign trade either directly or indu-ectly and take upon itself both the fonctloM. 
This^ould amount to a monopoly without outside contro le^.g t° meffioienoy in 
both with greater possibilities of corruption and mequitable distribution. 


Section E 

_yon-fiscal measures for the promotion of trade and Industry 

■ -> // , n,/)- to the above is in the afiirmative, udiat fonn 

QuesUon Government organisation u'ould you recommend ? WJud wouU 

be the limits to their activities, and what conditions, if any, would you im- 
pose OH their fttnciions ? 

In view of what wo have stated above this question does not arise. 

uoa-/i.vcufi— s U,ai Oo^nt 
of any approved fiscal pohcy both (a) »« the sho.. 

period and {b) in the long period ? 

Answer to Question No. 17 

peculiar problmii of securing adcq industry need not bo re-emphasised. 

the o? bounty is difficult while the budgetary pos»tton 

Financial help b> all forms of direct assistance suggested by 

;^;t*r'S;,:X:ou ^Wd be V-t-me and must be adopted. 

Question oo.-rn particularj^-e you any special suggestions to mate as to heu, Govt. 

(u) lZ'''t/pl'foj'’l'sscntial industrial raw materials, where O.ese are not readily 
nini7n/i/c in the country, 

(b) the. supply of essential plant and machinery, 

(c\ the snpph/ of cheap fuel or power, 

f 7 ^ Ho urnrisioH nf cheap, adequate and quick iransp'irt both for the trwvemetU 
^ ^ ofCvandsLi-pLessed materials, aj.d their jinished products, mads 
available under a scheme of ratwnaUsed freight Mrudure, 

(e) the snpph/ of technical personnel of different gra hs‘, 

(f) the supply of technical information about industrial methods and process^ ; 
(i) (he svpph, of industrial finance, both for use as block and as working capital. 

X- 1 - .ir.MtiUT tipon offered above, in answer to several Questions 

alrcadri" ^ 



169 

Included. To bring those observations, however, all together in one place, it may be 
«aid : — 

(a) that the securing of adequate supply of essential industrial raw materials 
which are not easily available in the country is a matter partly of concluding suitable 
Trade Treaties with appropriate countries, and partly of adequate knowledge and 
information wdth regard to where such materials arc av«ylablo and under what 
conditions. So far as any necessary material is avaUable locally or from our 
immediate neighbourr, e.g., jute from East Bengal, Gowrnment can 
supply not only by direct negotiation or a formal Trade Treaty affecting this ^le 
but ako by adopting such other steps as would secure the availability 
<juantities of this material for the local industry. ^ ® ^ 

suitable sources of supply of otlier raw materials, c.^., Egyp lan ^ ’ t i^nces 

be negotiated to mutual advantage. A system of Export and 

would also be utilised to facilitate the procurement and supply of such material. 

(6) Getting necessary plant and machinery for modern inrlustry of a more and 
,nore‘ particularly difficult The 

are unable to supply fore'g le^s^tent The only country from wl.ere supplies of this 

reconstruction IS urgent and porhisiem. ^ ,,r.rtnrtmu-illv efficient is 

impedes the programnie of ^ arramrement with the Uinted States 

proportion to the available exchan55<^. Spe . n\ »v ]>o recommended for 

^ro^iding for an adequate dollar 

this purpose. IMorc ibcral ^ proportion desired so long as Britain’s 

expedient. But this does not sconi feasible o , and without 


;sF'=SErF“ “ 

manufacture of industrial plant, ruacluncy and n.a.h.nc tools. 

The supphj of cheap fatl 

Steps now being ta^n to 

obvious instances by which tln^ great lianditap o b 
et the present time, can be met. 

r .„t new hvdro-elcctric inslallations and power produc- 
Other measures are “P ^ , sphere are several such already m hand, 

tion on the principal rivers of the coi >• . , I* i.nportanee and service 

But these wUl take time to Alternative sources of 

lorU - u“ S 

ahm t,, supply mure fraction of 

the needs of our expamhng m.lustry, ^ ^ ^ _ 

{d) The i-ruvision oi elieap • ' .,,',1 o,eir tinidad preducls, nu.de avuil- 
ment of raw and scmi-i-roecssul ' * .;,,.ture. 

able under a yilienie <ji ra.tioulif'cd ill if-.h • , , i * i * 

able under a JUum npprecial.d method— at least 

This is the ino.st ctlect n <*. *'•*’•<1 .N i,w.. i «»ninc. 

under the pre 
try in compel 
adequate tr 
integrated 

on land th' . _ 

navigation have to bo *'^' * *' *. ^ ’ p^i-licular Iraflie. 

^signed to each form as to suit Us sc rs k . 
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The fe ming t f U-e ratt s c n ea. h foini oflranBi.crt in at cercUme 'with the nectl. 
of each bird of tn-ftic of iudustrhl or ajriicultural i>rcduce is an urgent i^ecessity. 
Th- distribution or allocation of this traffic to the several forms of tra^port are 
panicul!" -'-ftor due co.rsideration of all relevant factors. - 

cul-ir ■isnect of our national economy Iw^s not yet been fully realised. The contri 
bution that can be made imperceptibly and yet effectively to the enjo^^^^ 

bv local ir distiy bv a careful adjustment of rates, and dovt^ .ibng of the 
port fre ights wiUi vaihvay rates or road charges by giving through rates, so to saj , 

needs alJo to be properly understood and given effect to. 

TTithr.rto Iiowever, the Rail Transiiort Scta ice, in so far ns it was within th& 
eotUrol of ilie Tndi^’u Clovcrument, has been utf iscd m: inly to make got d 
on the r: ilways . r in tlio General Budget. The rates ar,d h-res were not framt^ 
w itlt anv cons^R.r.s rc-'ard to their btwu-ing on the dev.-lopmcnt or at inuilition of ocal 
dustrv ^ ibr overseas carnage 

was oui-ide the eontrr.l of Indian Cb>vt rimient i r more likt ly. perliaij.s, t]ie\ *bd not 
desiiv to eoiiivol and regulate it in Indian economic interest. In. i ny case mc 
repeat too often tluct in tl:c a.bstnce of any proper underslamlir,'^ ; r.d careinl 
and cr-< rcTiu/.ion • f the entire Transp.ort system, the ff; mmg «d rate's in acc. uU i ee 
witli the r. <'ieiivmeT>ls of eeeh cclegory of tn.ffie, ;-.n<l tlie iiUhselion of mu h ra es 
■iTul In i'^lits i,. benefit industry or serve ilie rerpnrements ol 1 eeon<. n> , 

can l.e ebe. ted. ouU ifihe Tivnsiiort System is treided as a whole in rll Us !>r.’n.c u s, 
and is w'Hlr. Hv controlled. Tice Xatiom.l Government must bo ; bve b> its d.a ok p- 
'uK-nt in i II its branelie.--,— Trai spt rt being ng:>rd« d really as a great mdustT> 1> 
Mid. in.'.ke it contribute efb‘«'tively to tlie natioiv.l wei Itb. 

Th.‘ tribute at ID sent U-ii-d bv tlio for. ign lransp<.rt owm rs who i-rovide the. 
bulk of the ivat. r irlinsp. rt ; long Hie coasts or t.verseas, is difficult to calculate. It 
Kms been esunu tid at vi rving amounts, but m any case not much below Rs. <0 
rernarVuii^ et Hie parent ndes. '1 iu-re is souieHiing like tons being 

o -rried . loi'" t];o c-asts ; and p. rha-ps a trore of tons overseas. Count ing tlu 
chaig.; on eU Hjs toiin; go e.l a 11 '.t rate < f Rs. » p* r ton, iho total Iranspt.rt I HI 
Woi bl ;,pi.ro\jii,ate Hie lignre stati d alnive. Oi this only a small IracUmi conies to 
In. i'lK iiu vi is. . dheiln in goes <'U w iihout any elumce ol the amtunt thus da med 
reiU‘-rin-^,.w effective service to the growth of national industry that .such agoncic.s 

jiu y well pro\ ide. 

(i ) Thr svpphf of inhukal pfii>onml «/ diffaDit gradrs . — -Remarks luive alread> 
]i\.ffere«l on this item als<. in answer to an earlier question whieh need not bo 
r.-oeated le re, in i.ll He ir fullness. In Hie p.-.st the ab.si-nce of such personnel w. s, 
no doubt verv sc rious h.andi-a.p to ilie growth < f IncUan enterprise. At the present 
lime tU<' iinP' dinient < tfeet . f such a luMalieap lu s b.'cu at least realised, and plans 
•ive I eiu'^ mi de to got ov er this as soon as possible. Tie re is, however, m ueh to be 
done ie. Hii' fi' l‘l > vt bi-foi-.- ludieii become.s eulirely self-sullieient in the matter ol 
leehnie; 1 e-ci-. rieiu o ior all the j er.soruu'l needeil fi.-r an j-.ll-rMind industrial develop- 
ment in everv enide. Tin- devirvs of e.-^tabli.-iiing (‘ur own Ti-ejinieul Training and 
uhanied M ieiilifK' researeli iiv^titutions may take time to make their quota to the 
,v iouid d. velopment. AVith Hie imnuiiso i*rograiume of industrial development 
• w liliie' to l'»‘ implvmented and tlie conseciuent need of buying abroad .st<.ros, plant, 
purts iiud mi eldiiei v, llu' possibility of getting .suitr.blo L'.dii'.ns trained in all the 
reciuireiiu iits of lU' ihm industrial teehnique euimot be overeiui>hasised for immediate 
r«‘sults. 'I'iu' profess of selecting .such candidates, and still more the ways and 
means of emploving them, vvlien trained, suitably has evoked criticism in the iiast. 
It. needs t<* be overhauled and put into tune willi tin* rest of the planned programme 
of di velopiuent in every sector. 

if) The fTHpphf of technical informalion about industrial methods and processes. — 
Tiie information Section of Hie Government of India is very defective, both on the 
statistical and on the objective or factual side. Before the transfer of Pow’er the 
'means for collecting such information regarding foreign countries were non-existent. 
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Our Trade Commissioners were very few in number, wliile tbe 

. • . </r)Ocl SOUrCC.S of SUT)]» 1 > or f^OOUTtl 


<iistribut€d, it is to be hoped that tlu; great need oi eff c- 

necessarv data and inforniati ^n will be mot in tlw near future ad' lu-i ' I'in iiinn to 
?W;iy Mia’s representatives abroad u'-ed not iunot.on 
theh- British prototyix‘s. Tliey nmst act on tho.r own, and i-r tire Ix neht 

country alone. 

For i.rter.ua ,.uri,oses, p'' puSI^e'd nu-'u^ 

hisufficient, irregular, iiTid obsokte. - uOi oecuiTcd -^nd much ol tluit 

i;™ “ ^ 

sector of tlie national econoni\ . 

It nury eiso be udd.d tiva 

•cation-s. Ihoy lia^c bcin roveri'mcut There are eompli'atiuns ol a puliti- 

sufficient Ibr ail such iv'pmem<-nls. 

,. n..,t ],as often l<al to inadvisable onttnu,^ down ot such 

Th<* excuse oi ec..uom> ..oiuiime and miuh b*ss ti* e.ecentui.te this 

information must no *’’'‘7^ 7 ‘ '(enMis'f'W ipsirne*-. of I'.Mt. besid- s many oDur 
handicap any Jurlb<;r. Jh*- j <,f a ^daiiug omh.-i-n in ivc rd t'. 

shortcomings, or '>mn:>iou ^ 7 >,U lli vl tU- dis ribnlion of our a^. liable nmu. 

the chajiter on oceiipa- I'-us. .1 lu^ •■ - . ^ „arls e.nd iiulusii i s of i he i ouniry, 
power in tlic several (.niploynients 11 ...((.h . All meesur* s. Hi- refore. tak.-u to 

is impo.ssible to as'ortani Vibour foi '' Xpaudino aiv'l iu< n-'sipg i 

find suitable pers oiue I or '"‘77 Z; , ^ A.m-ss u.-rk rather llubu o i d-lmdc- 

for serviee.s and uliliii'-s Y"*' ' *7 _ ^ th'-r* for -, eiuphasi."- l"‘f olieu aiul loo 

and reliable dda. 'I’lie V ’-im- uptodate our information , ' hM mg 

seriously the n'-c'l bw ^ c 7,;. .7.1 Itati^ti-al materi .l. 

to domestic as w-U as b.r. igu sui>j' ' a , 

. -le . hnlh for us. ((.S' hhek nii<l n-orkiiii/ cnjxial.— 

iO) thii item, with ^i.-' ial reforen'e to 

the avair'i-ility or msulbCMeneN ^ . i.^.'.tmenl in ludieo. irduslrus "S '• 

might be of atira.tii.g ‘‘'•‘"-'W- ' '.V,1 tiemui.! a<>i4eii" '■> tov. r. nu iM by tlie 

narlieularlv recomiu'-mUb-- |>i;'\i * ' ^ i,, jj„, ]-,t,\iuei>. b> i-'i ing eii 

Ltablisb.ment of J-rulusiri .1 1 ne.n- e ^ ..se.ry fiom outride m) 

industrial loan both Irom r,.,.t"-d re.|uisil'- limiw'- on reasonable terms 

that doservino imluslri- • in- > “ - j ijjy j).. rxi.-tiu - )■ cisletiou e.iul make it 

The Governni.-nt slioubl el-, su.ie , ,..,„^p;Hii'-s to litvnee industries. 

^uffloieuUy vU.sU.. tu O • 

u;-/ a ,au, , 

I . ,hI m ibes a lagimiiiic in Uns'- ine.ttt is, 
Cnee Governni.-nt tr.kes a step t s < oiu-ei 1 wd in tmd.- end in'lu.^try u'uil I 

it would be n-uson-ibb- * , , p. , <„,,K iatioi’. G- a ' inmeHt , Imwi \ cr, must make 

readily come forward ami olb i an ai.propri it.- polu \ loragiM u 

up their own miml. nm^t be ly-'' m. that it makes it easy for trade 

period at least, .,i loertilN tNb«r.Ner n'lnired. 

and industry to olhr 1 a h - -o . . ;,s to 

As matters stand. bow< ver. ^ (.obey, tlu-ir own i.rogrumme ol 

their own immediate as well as uUm • Au.l so industry hu.s begun 

industrial de.velopim-nt an<Uhepa 
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to lack confidence, and has fallen into a state of stagnation from which there would 
he no recovery while irresolution and uncertainty prevail in high quarters on matters- 
of policy. 

It would, therefore, be amongst the most important of the tasks of this Co^ 
mission to recommend specific measures, as well as basic principles of pohey, where^ 
not only could Government’s aim be definitised and their programme known on the 
crucial issues, but w'ays and means could also be indicated whereby cooj^ration can 
bo offered up to the extent to whiih it can be expected from trade and industry. 

Questimi .57 .—/>o you Otink any special types of organisations would he necessary 
(a) to secure this coopffration between industry and trade : 

For giving effect to eacli kind of facility listed in question No. 5^ suitable 
maclunery would be necessary. But the common need for all is the defimtion or 
Government’s policy in the first instance, its guiding principles and ultimate objec- 
tives, and a concrete over all Plan or machinery devised to attain these objectives 
and realise* these pi inciples. Under a common, coordinated, comprehensive, national 
plan, with appropriate and efficient administrative machinery, it would not at all be 
difficult to devise specii.l machinery to* meet the requirements of the various kimls 
of facilities listed in Question No. 5o. 

(6) This apidies also to tiie second part of this Question. If industrial develop- 
ment to the optimum degree is to be attained w’ithin a reasonable time, tmd on 
coordinated and integrated line.s, existing machinery would not suffice. 
been evolved ad hoc in each case, w'hetlier bj' the sudden, sharp exigency of the 
or such other emergencies as World Depression, or the problems created by the 
Partition of the country and its aftermath. We must, accordingly, liavc_ a new 
machinery on a national scale, but witli corresponding counterpart on a regional or 
provincial scale. We must provide for effective centralisation of basic policy, ol 
guiding principle.'^ of action and of active, constant supervision over actual adminis- 
Tration w'ithout U‘‘edless or vexation? interference in detail, without officious advice 
or unjustifi ..ble utt »gition of .superior knowledge or gr.'Ater wi dom in the Centra) 
macliinery of plamii.ig and its imjilomentation. At the same tinie, we must ensure 
the continued and imrelaxing interest and ontliusiasin for carrying out the Plan in 
detail by the actual local or regional administrators. In other w'ords^ centrali- 
s<Ltioii of policy and guidance as well as supervidon must be combined with decen- 
trali.sation of administration, — wliich alone can secure the ideal combination of 
broad vision and de(*p knowledge of local conditions an<l individual circumstance. 
Without sucli a macliinery, consistent policy and smooth, sustained advance on all 
fronts simultaneously would be impossible. 

Section F 

Fiscal policy in relation to Commomvealth preferences 

Question . — What are your general views on the subject of Imperial PreferencCr 

particularly in the light of the principles underlying the. General Agree- 
ment on Tariffs and Trade, and the Havana Charter on World Trade and 
employers I 

UndtT the. cliangod political comlitions of India fu? an independent Sovereign 
State by herself, the fjuestion of Imperial Preference has but an academic or historical 
value. Intlia is, tochnicalK’, still a member of the British Commonwealth ; and as 
such it is possible that some atteinjit may be made ut closer trade relations between 
the lucinbers of that organisaticui. But the possibility is unlikely, and its danger 
ri'HKjte. Inflia i.s no longer a dependency whose destinies could bo determined by a 
fiat from White hall. As Kei>uhlic. she ivill l)e an equal and independent member of 
tho Commonwealth ; an<l a.s suc-h pcifeetly able as well as entitled to take care of her 
own interests in any sj'stcm of closer trade alliance.s between members of thi Com- 
mon wt'alth. 
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A section of Indian nationalist opinion never ^‘^T^warnot 

of any benefit to Indian industry, and to Indian economy m 

so much the apparent money value of the concessions given [he 

system of Imperial Preference that mattered so much as the f he 

nnblic mind The very idea of Imperial Preference appeared m some minds to o 
E lS for ever mo'^e securely to the chariot wheels of Brit.sli Impenalusm and 

as such some public opinion was definitely against. 

At the present time, the apprehension of the Z7- 

SSsiiflliliiSsi 

this country merely b'caise her govimvice wis m alien inn i>. m 

diffjrsnce. r txr » i i 

The Trade and Tarifla 

and Employment are concluded by In ha ' ^ am-cements is to reduce tariff 

such arrangements. The basic princip ■ ^ ® service between 

barriers and all o'her that means universal prosperity would 

all th3 nations of the world, m the hope tha^ 

be promoted. There are m the ^ ^ 

iicontinlredr^h^^ 

“3 ‘wete^lf 'L° opornf 'Siir/:”; n -t utilise an oxistin, Union in an 
advantcgeous way if that is foun.l possible ! „„ 

Question 50. — The Inflian ^ p ' aflorJed on the lines IndicaOd in 

policy of should be (joiernfd bi/ the folio winy f.rinciple.r. 

th^ir report, tUHni ,.Uratton . oh ««'/ ariich, without the 

(o) thai no preference i^l^nld j ff^rvyice. yiven in any way 

approval of the ' j *„,>(■,/ by ‘Indian imlu.stries ; (c) that 

On the assump'ion that the f yon formulate 

rr;;t~£ ,S3~ » '*■ •"■■■ ■ 

e„,, 

The second condition or P^"‘' 'P^,.„;..; i..^,s of the people can ignore. On no 
Government responsible to the ’‘'P ^ protection available to Indian coin- 

account should there be any rec u< insisted upon for rccommeruling a revised 

potiting industry. The prmc.ple shim 1 gam on 

i^cal Policy. The thini principle of •.>!( ii . (|,.termmed by administrative 

balance of preference agreed to. is a ina • h - 

„.ipr the calculations of this year inapplicable 
Changing circumstances »nay nmd - ..dvisablc to insist upon such pnnciiile 
to the next. However it is important and am 

now also. ,...,h.vs it must be borne in mind that the 

In making any such ^.nd the new customers; interests and 

main direction of India s tra.le ,,,,i tra.iilional tie.s. The preference 

requirements must not be ignored i,o carefully weighed purely on 

to bo given in respect of any . a reciprocal a.ivantages. There is no i-oint 

ito merit and there should be rnutu.d and ] 
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in giving preferences to U. K. in commodities in which she experiences keen com- 
petition in India in return for concessions from her in the case of commodities in 
which we enjoy a virtual monopoly. Further, care will have to bo taken to see that 
Imperial Preference does not stand unduly in the waj”^ of India’s securing advantages 
from non-Europoan countries under bUateral or multilateral pacts in future. 

Question 60 . — Would ycu a broad analysis of the effects of the preference grant^ 

and received by India and V . K. respectively under the. Indo-British 
Trade Agreement of 1039 as modified by the provisions of the General 
Af,reemenl on Tariffs arid Trade under the following heads’. 
(rt) expinsion of trade : (6) customs revenui ; (c) price levels of preferred 
coiamodities. 


I’hU ciuestioii is unnecessary to answer in detail, as the war which occupied six 
.■S'cars of tins decade materially changed the background. Trade could not flow 
(I in its normal cintomarv channels ; nor could it bo in com])arative costs. Price 

I 11 .1 1.^11 • r * * ^2 : 


full 
at all 

levels could not be regulated by economic factors alone. Shipping, indispensable 
for o\'or.scas trade, nais lacking to a dange.rou.s degree, though even then the Govern- 
ment of Inrlia did not learn the lesson of having or building up an adequats efScient 
mcrc'.inlLle marine for India, owned, manned and controlled by Indians. Under 
the.se circimistanecs the dimensions of such trade as there was were very unnatural ; 
and whoth<T growing or declining, the phenomenon canii'jt he iitt’ibuted to tlie 
stimulus or handicap imi)osed by the Treaty mentioncil in the quostiaii. 

*(’he growth in (nistoms revenue, which has undoubtedly occurred iiith?' List 10 
years to an mqwei-edeutcd degree, cannot be cxplaitied, either the operation of the 
Treaty. Mise in [u iecs due tr) continued intlation much more etfectively explains the 
growth th.an any influence of tlu* tn*aty. as t!ic bulk f>f our tariff Is on an ad ralcrem 
basis. 

'Idle rise in llie prie*- lc\el. ^^hu•ll was even more a noticeable feature of this 
periofl. is fine to the reeklcs.s wartime .sp<*nding without limit, and the consequent 
inllatiou in the Xote f.s.sue wliieli was practically inconvertible. Trade, anfl parti- 
ciilai ly j)refcreulia! trade, had no chance worth the name of asserting its influence 
in adfling to our l•ustf>ms re\enue. 

.Vll tiic.s»^ wi>rc. t hcrefore. no index tif t he elTccts of the Indo-Britisli Trade dd’caty. 
For t he if'st. tin,* analysis f»f our j)re.-:ent flay Foreign Seaborne Trade is given in aiis\rer 
tfi ail c.ulier (j)ue-tion for .a period much loi\ger than meutic»nod in this Question; 
anff so we need not n-pcat that analysis and ef)nuuents once again lierc. 

Qf/' Yc»/t <ll . -/V. f/-s7' 'itti'inpt u similar analysis in rc'^prrt of the trade hftween India 

'.n t/i‘- one hand and the other Common ire/ilth ccunfri?s, and the Ilritidi 
^ 'idont<.-t on the idln.r. 

'I'-i aiis.'.iM' tliis l^Uf'stin)). one mtist have 'IctailocI aufl up-to-ilate statistics, \vdueh 
arc iii.it a\ ailabh'. Absence or in-^ulficieney (jf a'lequato and U]i-to-date information 
or .'i iti.-Jties is. in fact, tlie persistent haiulieap tlnoughout in tho preparation of this 
Mem aaridum. The volume of trade however, in this seet«)r. is not large enough to 
affect the ai'gimvot advanced above matori.illv. 


tjih <t'nin 


a.'. -In irhui din.ctioii and to i'dial txUnt do yriu think thf prtference on 
imjioil- ill India har, nfpeUd the burd-’n on the Indian consumer I 
< oiild ./I/a alfan/t a 'ii’iint'lativi asstssuoni ivith rrfi-rcnce to some major 
/neb rri.'l i.i'i o/7.s- t 

li> iiisuia' (his (ju sjj.M .,in; must hava- more detailed and uj)-to-datc statistics 
than are available to the ]ml)lie at large. fA eu as regards the major coniniodities 
under J ‘relerence, conditions other rluiti ]wet‘eremo in customs duties have so vitally 
jilleeicl i)u( trade, that it would he unproiitid)iu to oficr such miuutelv detailed assess- 
luent. (‘ven if the indi-|iiMisaljlo material c>n wliich alone such assessment could bo 

ba-.d were a\aiiab!e ,n fullne.^s and \if i-to-datc, and the time all awed for answering 
sm-li (j ie-tion.s mori! lii.c’al. 
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Dominions ami the other British territories reasons 

It is possible, but not much use mok.n<£ such an Pretercnce was .liffer- 

given above. The basic idea of the ,r.Jnt form under the new set up. 

SSi' 

quantitative indices may not be all-important. ■.., ,rn„i these mutual 

Question 64 .-Apart from the ‘hanjiiiuimj stremjth on 

( 6 ) non-CommonireulIh eoiinlnes Ij so. jii 

s;“X";:.£“r;' ■ 

granted or receive.l l>>'^^"';;d.'-'«'* ,'^1' strength In one direction >>', 

S‘;;r;:fti m x- otimr - :.o..e ;.e,wn.i^.mt ..niy 

Sb;y^;^ir b-l ;:i:Mi:Th;. 

even as rc-yaia^ Indian ctoiwinx. lin.^ Un arfules o( tnaW. 

4 1 Iw H vevv UiKJW ftc tA' nr(>clucti^»n 

thou^d.t and l>midth nl v.-.-n > 

l>argain. urim ipU- ‘d la-fl' n-ntiid trad.- v iHi 

UndtT nuKk-rn j ii<lvanla-j<-. it '*nr 

certain countries or n U-vaut lonsideralion^ *'1 t' In- oidv wUli 

buffieiently detailed B,it such ,K-..tia1inns ih'c< 1 n _ . 

and their reaetk>n ah h: they may he uath ,,.sc 

fiuite<! to supply „:,,ns of the ('ommonweaUh , j, 

to think ol I'relerent a 11. U n ^ 1* ' ‘ 

mean that we should (is*- ...ivinta-'c witli iiece'';ii\ .cap- , j- imlian 

be utilised to the -‘;-'7‘'x.;‘;p;:'‘,.t..iuhiy of 

purtieiilarly like to t mp i-‘. , | ^, i .niinotiv eah h ‘‘i' ■''' ‘ . j .riant ina 

Lmifactuiersineertauiu.^M^ ^ w ^ 

areas outside th<- < . -i.iVnls uould k M-de ' Vo. Id ee.inou. y 

mutual p,eferenee.s. .'"V.uar pcii-M and ^^he^ <-o.npet.tu. 

to normal conditions alt. I tt | 

Btrength which may then be ut.hsi 
the Bond. 
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Question 6d. — In tJie light of your replies to the aboue Questions, would you formuUa& 

your view on the desirMlity of continuing the system of existing prefer- 
ences between {a) India and the United Kingdom, (6) India and Gte 
other Dominions, and (c) India and the other British territories. 

(it) If you are not in favour of continuing the existing system, what modifica- 
lions would you s^iggesl ? 

We have already stated that the existing system of preferencje in the U. 
may be continued with necessary modifications. It has to be noted however that 
Britain is not in a position to meet India’s principal need for the moment — ^food> 
stuffs and industrial machinery. England is too busy restoring her own war tom* 
economy ; and she cannot produce food enough for her own present population. 

The Dominions are in a different position. They are still predominantly agri*- 
cultural, though they have also great industrial resources as well as ambitions,, 
comparatively speaking they are better industrialised than India. Nevertheless,. 
India and those countries are more on a level than India and the United Kingdom. 
Bargaining is possible, and if properly conducted, may be mutually and substan- 
tially beneficial. India’s present needs of foodstuffs may be supplied by Australia 
and Canada, almost as well as by Argentine, Brazil or Indonesia ; while her re- 
quirements of basic machinery and equipment can also be supplied by these Do- 
minions. On the other hand, India can advantageously dispose of her surplus for- 
instance, oilseeds, jute goods and hides and skins as well as tea or coffee to these- 
parts. 

I 

It is really a matter for close bargaining with mutual good will. The parallel' 
cm be extended to Burma and Ceylon, though the former is no longer a British 
Dominion. 

The remaining British territories are still in the colonial, or primary producer 
stage. They are relatively undeveloped, sparsely pjpulated, and with a low de- 
mand. India can find reasonable markets there as well os sources of food and raw 
materials. Preferential trade may therefore be mutually advantageous between 
them also. 

Section G. 

Treatment and obligations of protected and assisted industries 

Question 06. — {a) Do you consider that industries receiving protection or assistance 

from Government owe a special obligation to the rest of the community as 
regards the inanner in which they render their services ? 

(6) 7/ so, please state your views as to these obligations under the following 
heads : 

(/) pnee policy and price structure 
(i») wages and conditions of labour : 

{Hi) adoption of technological improvements : 

{iv) initiation of research in thi technique of production and distribution r 

(r) training of apprentices and Government scholars and stipendiaries : 

(c/) control o:)er the distribution of the products of protected industries in 
certain contingencies. 

Yes. The main argument for the grant of fiscal protection financial aid, or 
other forms of special assistance to indigenous industry is that, without such aid, 
the iiuhistry may never bo established in the country, or, if established, it may never 
■yvoxe to its legitimate proportions. And that inspite of its suitability from the 
of Raw Materials, local market, and plentiful supply of labour/ To enable 


an Industry o£ this kind to take root the iStry^is to establish 

h:'r&/V‘one 

the cost of the puhUc, during its ^ f^ere such return is possible, 

form or another, ivhen it attains to a s a tus ^ 

The two easiest, ‘^'.^'P'®®*' ‘■‘"‘.j,,'"°fornw goes to the community "tJ”P® "'"f . 

duction and (ii) wage , J^Sed f V'‘'“ ^ ‘“;ii,"Htter beLfits 

consumes the product of t''« .P™'.®"L f^m of fiscal duties. Hus latter i> 
burden of the “'direct protcctioi m th fo.tere > 

the actual producer of the commorlity 

aid of the State. , industry be an un- 

In neither of "^li^^in^illitry, Lbie^ 

qualified burden upon “ Uoturns, the reduction m pn e uo U ^ 

mics is caUed the Law of Incrcasm.^ K an- ,',1 «, re- 
increased ‘^‘>nfn'”P*‘°''„w„„t further economics m its cost ol p sacrifice 

enable the industry to cfTect l'n‘ber P™P'?'' “’ ' ,^?ric structure as a 

coup itself, in part r tie ,. *• • B-d d essential that P"™,^Xn so that 

involved in the reduction of t e 1> ■»; .^ „f ,l,e cost ol production 

whole is kept in consonance iiithth^^^^^^ industri . 

the sacrifice would be more th. 1 iuccasc in the prosperity of 

In the latter case of -aP-j* ^.[[‘^t^ciri svnipathetic increase ^m emeiency 
the industry, the industry cmuld_«in c,M>„,„ „f to inc.-a- 

labour. In fact it is the - protected industries so tlia 

proportion to increase in ■ g . . way 't can only lepi ■ . . ^ 

Suction in the cost of Pt<>-d-;‘-''-,„I^,ltn oMts industries a"' , erdv^f the 

which has been paying for the prot •' . • n'l./. r.fliAoncv of 


duction in tlie cost ot ,„Veetion of its industnes ;.ntv of the 

which has been paying foi ^ stability o efti^'io'^'^y of 

benefit of roduccti prices ^ „u-asuro upon tbi«. . jjigher. 

industry concerned i^o ( IcpemU m a i g l.^uiur i. g 

labour in its turn will reduce tl.c cost c production m 

As a rule it may he ' 

,^r.iuctaon o-.^ 

In either of these industry lu'S made State. Coin- 

increase would *‘^'f''5”7<Vthe protcK-tu.n or assistances^ .j. 

is in the main ascnbabl r.fhc iimcv are not .nniicv wages enter into 

parative statistics oi ^ ” winc ing, as factors olbc-r lan ^ the tools 

rl«':>?s;our; Vc. is "n.!;.- 

ei^^^i-tXill'rhrg^^ -nm^ririmi'tw. wii. be aide lo 

^ ^ ,^.,,.,ti„n stand on 
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State encourages and stimulates such investment, either by permitting a greater 
share of the profit or surplus derivable from this improvement to remain in the 
hands of the entrepreneur or proprietor ; or even aid him, by loaning capital at a 
low rate of interest during the period the improvement comes into working order. 
By this means, those who would not effect such improvement in a timely manner 
would be automatically tempted or less protected than those who promptly and 
Avillingly bear this obligation implicit in their recci\dng protection. 

The initiation of research for enhancing industrial eflficiency is still in this 
count^^’ mainly an obligation of the State. Government is primarily responsible 
to set up and maintain such research institutions ; or the burden is shouldered 
by tlie Universities which are semi-public institutions. The realisation by the 
leading industries of the value of such research in the improvement of their OAvn 
prospects is slow and hesitating. Perhaps it is as well that the State has the 
dominent voice in providing and maintaining such research facilities, lest private 
i idustry should make a fetish of secrecy of new discoveries or inventions, or improved 
processes for their own exclusive benefit. The good of the country as a whole can 
bo promised only if the research is spread on the widest area, and the benefit avail- 
able in the fullest measure. 


Training of apprentices and Government seliolars and stipendiaries is a re- 
cognised obligation even today, upon tlio.se foreign concerns which supply stores 
and other requirements of Government. In the usual agreements with foreign 
firms winch pro\'ide such supplies, this clause has always been insisted upon in the 
last .‘10 years, wlaui our Storo.s Purchase Policy w’as rationalised, and made more 
congenial to Inrlian industrial development. If such an obligation could be 
shouldered w ithout demur by foreign suppliers to wlmm no direct benefit or indirect 
protection is given by our Government beyond purchasing their wares in an open 
competitive^ market, it should be indlsjuitable that our own industries, built up by 
the protection or assistance <»f our Government, should assume this obligation with- 
out nnv hesitation. 

% 


It is. besides, to its own advantage to have such trained p^rsoinel, etvsily 
a\ailal)Io in their own enterprise. One of the handicaps of Indian industry to-day 
is that tlu‘ necivssarv .skilled technicians and ex[)efieuced scientists are lacking in 
tlie number of proportion rt'quirod. By this uicthod the industry would be able to 
train up, within a reasonable time, the trained per.sonnel needed, and, if simultane- 
ous and reasonable arrangcnu'nts are made for tljoir absorption and employment 
^^it}lin the Industry itself, the entire problem, which now is said to hinder or impede 
the inaximmn possibK? growth of industry in this country would be solved. 


'file lu'.t item gi\cn in the Question finds its justification, iis much on ethical, 
as on ( i oiu>iiii<’ groimds. The betjcfit of protection having boon received, in the 
fir-t |)lac(‘ 1 1\- by the industry, and under the pre.sent social order, industry 

being owned and managcfl by the capitalist pro\drler of the place, material and 
took ot woi'k. h- is in a position to monopolise the resultant gains ail to himself. 
'I’lic root of til-' pnwailiug social discontent in all countries lies in the consoioiisness, 
that lltc ca])italisi ownci- of industry, cr even the entrepreneur building up an 

< in\cstino it or cntre[)nse a disprojx'rtionataly larger share than 
is Justitiafi'i-. I he iiiinsticf* sc ans tlie greater, when the owiutvs profits are due in a 
cniisidcraM'' inea-'Ure to the pr<^tecti in granted, directly or ituliTeetJy. by the State. 
'I'licrc is. moreover, in every profit derived from modern indust>y, an cleincnt due to 
the SOI ial er)de.i-. our. oi' special conjnnetuiv. a.s it is eallorl by some economists, 
whiel. may well be regarded as “ Gneained ” income. This can be more equitably 
shared with the re.st of the community. Hence tire need for and justification 
of a irreater or closer eorrtrol on Distr*ibutior\. in the sense both of the commodity 
or service producc-d and suj)plie<l with the help of such protection, and in the 
sense of increased purcliasing power, or better standard of living t-O the 
( oinmunity as a whole, besides the share obtaino*! by the immediate participants 
in till- working cd' the irrdustrv. 


Question 67. — (a) Is it necessary to stipulate that no protected orassisted industry 
' should engage in any restrictive j)ractice in respect of — 

(i) pi^'oduciion, 

(I'i) distribution, or 

{Hi) ji^iecs ? 

(6) What general principles v'ould you suggest to regulate the right of a.<soci(i- 
lion or combination of the different units in ei jiroteeled or assisted in- 
dustry I 

Yes, for otherwise, the benefit rcfiulting fi'C'in flie j)roteetic>ii wcjnld be taken in 
a disproportionately larpe measure by only a small seetii-n ol the eoniiminity. I'es- 
trictive practices tend to create a m(»no])oly. a close 'I rust which can only flourish 
at the expense of the communilv. bolli ni ihe present and in tlie k)ni run. The 
highest gain for the monopedist result for the limited oulpul . ^^hi(■h would restrict 
suppl 5 % and so si cure better prices from tlio same ^ir expamlin'r demands. 11ns 
is obviously not in the interests of the eoutitry. which seeks to build up a broad 
based industrial system. I'he same' loci<- aj-plies to lb.- other two items, whu li an* 
all feasible, generally speakim:. under mot!..p..ly conditions, lb.- Inslory of i he 
American Trust is eloquent of the abuse po.-dl le, uud. r a i.:otccnom>l veunnw of all 
these kinds. The iTovision. aLodn. in all Railway rates k -illation to b-rbi 1 unfair 
discrimination as between customers.- in tlm di..tnbution oi llieir seivice as 
monopolist caniers.-is anoiber i liu.stial ion of the same logic. A shpid.tion is 
thus necessary every time pn.dc-et ion or assistance is Luantc.l to any enterprise that 
such practices sl.otd.l not b<‘ allowed. The most cfleetive .mans to inve elUet o 
this condition, would be by a systc-m of Li- . nsing eaeb eonc.-rn or < nte. pn.se The 
conditions contained in caeh license would s<-e to U t! at sueh i-nutices are no po.'- 
mitted. Ifthe license is renewable from time to tune, a.id hal.a-to be de,toh inut 
on the breach or evasmu of any of i1^- eondifions. the danger would be much Iv.s. 

Question 6f<.— Would ye>u lay dvim any renditions ngarding (h, fnancial slrurin.r of 

the industii'S r‘ceirli (f jh'iIcI ton 

Goncrallvsiie-.klng it wonhl Iw clc-.diabh' have- all Mieh i.,dn.--tries (.reani..ci^ 

. . , ‘ ^ ^ t'n.i, r tint form 1 la ic w ill have lo be a w i<ler di>t I .billion of 

capit^ invesl n a„.l Ual.m,.' to tl..- ..ov-tor ,n «l,:.t ,nay call 

Ind ustr ^1 Sat flov . . S,.,.h indM.-fri. s uo.dd, as a ,„e. n ,pn,v n„M |. lar.-.-r 

cap tal t i.lu.d, ,nsv I- aid,- to tonosh Irom th.;,,- oc n iv.o.unvs 

Even if Banks am ot her ( .< d t - ' . 

not fixed eapital, tiie iader would * ^ ^ p,i„„.r engage, 1 

Lkrea'icOo u- dc i.t I C- joint stork pnldir ronipany oryant.-stton than ... sma 1. 

K. h I .ro.,.irt'.v ml r,|., dr. TI.r.v ..s, naavovrr, mratm y 


scattered individual prop. " o.. ,, j,,;,,. ,t,„.k roi.mr.i tlian voul.l 

be possible’ under a sinyk; i,. died,, a e-e ^ 

Such publicity is ,';v if and when and liowit nmy be needed. 

affected, ns wellas to facilitat, • ' urc .■ngaged in some essential 

The principle may be moddi< , i i ^ some form of eo-operative or- 

production or service e.g. suital.le and sullu ient, economical and ad- 

ganjsation, or mutual aid, ina> j( hv <*asHT to maintain supervision 

vantageous. Under ))OtIi 1 luv^e oui . ' parlieiiarlv the linancin! and 

and control over tlic workiriti ot Sin n reliance is placed, for working 

production aspects. Tf, for c,r even as regards fixed capital 

capital on borrowed, short term .m ' ^ of the country, and nmy induce an un- 
it may endanger the entire hnancio (langers and to facilitate reaping the 

necessary crisis. To guard again « ,,,oieelion, the suggestions made above are 

fullest benefit ofStatc aid to imlv.strx ot i-im 

advisable. 



2Q0 

^ • ro Arp lion satisHed with the present arrangemenis for the stan^rdt^ion 

^,^esUon of industrial products ? In paHrcular. ^ 

trf!l~Ior u^ouldyou set up any special instUutrcns outs,de these 
industries ? 

(c) What in uour view should be the structure and functions of such 
^ ^ /o»^ ? Should tJ^y be professionaVy expert bodies or be 

coInpZd of representatives of the different interests concerned! 

iB uonsequenti; to be regarded as a step in the ngbt drreerron. 

Tt 5 ’ iix the ceneral interest to let a central institution of standardisation like 

the Indhrn Stan^vrds I-titution to do has do°n"e 

trolling Huality of industrial pro • of time since its establishment, 

much useful work m ^ ^ IHH legllation and create requisite 

I'ichUrerruXrUre Indian Standards Institution to control quality of productron 
both of ""J non-protected industries. 

The Indian Standards i‘ution as it is at 

bo.ly to f Zducers of iis certi^Sn mark to he £eed on 

by whic rfilim standards laid down by the Institution The pro- 

those pnKlucts Institution and other rules for the pre- 

:;li^:i;^h thlllnSS^ui^^ ^r^are^tlio standard-specifications is a test!- 
inony to its ability to do the job properly. 

,1 , ■/) —7)0 uou think that the obligations should he embodied the relevant 

Question , - .protected or assisted industries or be le^ pres- 

rrihed In/ the tariff making machinery on an ad hoc basis, in each 
individmil case of an industry seeking protection or assistance. 

If these obligations are at all to be enforced, it is indispei.snUe that they be 
• t V.torv effect They cannot be left to be prescribed on an ad hoc basis for 
irv'seifiritelv For in that case, there would be no standardisation, 
VO ' the ’country's fiscal policy as such. Standardisation is 

noeX-' rv for the benefit of a given industry or its market ; it is needed m 

the i'ltmcsts of the country's economy as such. 

Alorei ver t. - ermil the tariff making body to prescribe such obligations for 

1 *• i,f niriielv when it seeks protection or assistance. Mould be mvestmg 

the t lritV uaUimi f a rcco’mmcnding body M ith an excessive and undesirable authority, 
nower oi f'i:.vii<in. The primary function ot a tanfi -making body— whether 
ipnointed scpa.ately for each industry alien it asks protection o embodied m the 
n -nirui.-rv nmehim v under the Fiscal system of the country, is to investigate the 
Innditions of lie- industry desiring protection, its cost ot production and liandicaps, 
i‘^ nrirkvl ..nd 5 ntudiiv : ami thereon suggest the most effective and appropriate 
mriliod of securiii its utmost development. In its recommendations it should 
ah-o in. lmle 1 ions about imposing the necessary oldigations, conceived as 

■ n. h b) the inter- - f the iivlusti v. as of the country at large, ami to guard against 
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-the possible abuse of proU ction. It cannot be clothed, therefore, with legislative^ 
and^stiU less with judicial authority, power or function. For otherwis. room for 
TOrruption would increase and the enforcement of those obligations beset \^ith un- 

■foreseen and innumerable difficulties. 

Oupstion 71 (a) ^Do you consider that any special administrative machinery is neces- 
Question 7i ( h J obligations of protected and assisted ^ridusin^ 

a^didy discharged ? // 50 , what form of administrative machinery 

would you suggest ? 

carried out by the protected industry. 

The existing ad.ninistraUve n,^ch^^ 

and Supply at the Centre utiUsod for the purpose of obtaining informa- 

Factories in the ^y^the protected iiulustries of their obligations, 

tion on the observance or ^ the Advisory Conimittce or the Licensing 

This information should be Industries Control and Development Bill now 

stiff B^rruU, a..o have its o. n sec.etaHat to 

watch the ptog^s of ,o a 

.Qacafictt 71 tlijf making machinery, or of any other ex.sUng or- 

<iuestion 71 (c).— Or, do yon tiunk JJ'"' ^ or ass/slrd industries, 

t chitons Jdamed out nl,ch 

they are conceived ? , . . , i 

this in view of what has alieady been stated above. 

No reply is necessary to tins 

In a properly planned ,eral plan of in.lustriaUsation, However 

Will have to be given as a part ol ^ Government on the management 
it is not desirable to Pe^n^e it will lea.l to unneeessary intertereiu-e. 

of protected or assisted and the Tarilf Board un.ler machinery 

The surveillance exercised *^3 Association of (Joveminont m the manage- 

would be sufficient- • ‘ I • u r^€iv('rniiK*ii 1 lioM direct hnuncuil 

St can on^ be justi(ie<l in 

interest and not m all P>‘“^\'^^^yViated vith the management u! all mdustias. 
possible for Government to be as. o 

.Section H- 


^ • r./.'/oi Milhnds and 

Organis . ■ , , r„nsi'l f that the exi-ilimj administn - 

n r 72 In the light of your do yo> probkmsof imphmen- 

.iuestvon will oca <'f ^ 

tation that may uny' out >J 
sive policy as ngarik . 


ialion inni nh’s-j •••• 
sive policy as ngarik . 

(i) fiscal measures, and 

(it) non-fiscal measures i 

* 


(t) Jiscai 

(ii) norr.fisc.1 rrreasures > ^ 3 

Tho nrcsent adnuiiislrativo maeltin > protection or aid to 

Hie present niduHir> » - protection, or other- 

apiKunted and make reeuinnien ^ tldiik x>roper and 

investigate Its ^^cIl couclili->P ch dustrV has. in the fir^t 

wise, in such form, and on su n _piK-alion ot -aOi umuai y 

of the Ministry of Commt r 
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instance, to go to the Commerce Ministry, not the Ministry of Industies with a 
V^Zldcie Le for protection. Only if Gover^ent ^fer the case for onqmry, 
can investigation be m&de the problem considered m all its aspects, and recommen- 
dations mfdc. If those recommendations involve legislation, the Import would 
havno he placed before the LegisUture : and that body may take its own doci- 
Lns L thoL proposals. A Bill based on those recommendations, will Iiave to go- 
tlirough all the usual stages of a proposed legislation, though facilities would be 
found"^ for its eimctment as a Government Bill. 


In this arrangement, there is neither appropriateness, permanency nor co- 
nrdinplion of all the various requirements for implementir.g the Tariff Boards 

The very llimstry which deals with this ntatter. ta not the 

tiinistry oi' Ir diistries, but of Commerce. The trade ayect is made more 

aut than tiic iudu.strv asiK-et -probably becausti, in tite first inception of this pohey, 

the forvign trade of such protected commodities was most important. 


•nie nrohlcm of developimr industries by every legitimate means has yet to be 
enne, ived 13 part uf tlio aggregate national economy, not an isolated feature in an 
iroordhl;t«nuu,hle. Tim emphasis on production Itas yet to be placed upto its 
nropor dc<Toe •,\yhile the Ui.stribution aspect of .succe.ssfui proteetion to Inc.ustrj is 
S Tit imrored There i.s, in otlmr words, no eo-rclatmg, co-orcanating ami uitegrat- 
■p , mmliiicrv to make all the various facets and items in tlic policy inutui.lly 
Tn pat e’ie ir'i'ts of a eoimnon, consistent programme. Tltcre is neither planning, 
noi programming, no overall vieu of the country’s economy, no comprchem-ive con- 

coption of the iii’.t ion's future. 


'Vhv T riff Boi'.rd lu'.s, in ivcciU yoi'.rs, been niiidc semowhat im re permanent ; 
.>u.l • erroul) of c.pplicntions is ivfc rrc<l with certain star,ding terms id reference in 
mrsu Miee of a common poliev. But ihlay is still inevitable, as the Board camiot 
t.n-sub'r epT)licutionH suo 7noii/. Xor is it nvdf^ j',n. integTi.l feature of the ndmmis- 
Ml f>l or'n’Ji, or some oilur ot it.s kmd, more permar.ent, more 

>n d b cd a niust be made part of the entire udminiarative 

TTi And .hat systcin must he to out a 


tugT::" o'bTt “d HIT Wo i.; reply to ques.ion No. 73 ami (3) the propo. d 
■[.uU.sIries r.iconsing Boa.rd or Advisory Committee envisaged under the Industries 

JXiVclopnu'Ut and Coiurol Bill. 


On the uon-lisc.il .ddo, the h-.ciinae in tlu- existing maehiuery i.s muoli greater. 
Me-i .V. reluing to the assurunce of .suitable and sufficient quality cl n.w metcnals ; 
aml adefinalu transport and muTkoting facilities, ol credit and insurance, he with 
■>lmosi cx- lnsivelv in its own compart meiu. These must be uitcgratcd. mutually 
<;, or,li.i;Med ami me.de to act in concert, all functioning to attain a prcdetormincd 
rroel railwovs and sliips, power sources, consular agents and diplomatic 

■nTem'<'meuts, ucgoti.vtiug and coiiclmling trade treaties will all have to work U- 
■fctlier to make tlic aggn'gate pfdicy a coiv^i.^tent wliole and an absolute success. 


Q iu'.3t ion 


•> 

/O. 


-Jf not, uhal organizational changes would you pr^ose in the existing- 
machinery of Goyer«m<«/. dealing with these sid)ject3 ? 


The chan<n*s needed for implementing a comprehensive policy of ell round 
Industrialization, within a predetermined period, have been stressed by om (k- 
.ranization from time to time. A sueeinct summary of these proposals will be 
fouiul in tlic “ Industrialization Scheme in Two Parts” brought out by the Presi- 
dent of our Organization, Sir M. Visvesvaraya in 1949. 


If industrialisation is to be carried out in an ordered, oil round, simullaneoua 
and smooth manner, an overall innebint‘ry, like that of the National Planning Com- 


1 
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mission would have to be set up after sometime. Sucli a body may be representative 
•of the interests concerned, as well as of Government. Its presidency may be vested 
in the head of the Government, to give prestige, and to make its recommendations 
weighty as well as balanced. The Planning Commission sliould only be an advisory 
and recommendatory body and should not be invested with any executive functions. 
But the present time is not yet ripe for the appointment of a Planning Commission. 
We should not add to the existing committees and commissions without making 
sure that the plans programmes, policies and recommendations of all these bodies 
can be translated into action. 

I'he control and .supervision over each protected an<l assisted industry, includ- 
ing the fitness and adequacy of the means by which such protcctif.n or assi^ance is 
afforded, or its fcim may be entrusted to approj.riate Directorate of tlie Director 
<3eneral of Industry an.d'Supply for cacJi gr..up of .oimectcd industries embracing 
all the undertakings within each industry, and corclatiiig al! activities, irom getting 
raw materials to marketing iinisiw.l products. Tli<-se Directorates would l.e nm- 
tually co-rclated, and made to act in harmony, nndci tlie general supervision oi tin 

Director General of Industry and Supply. 

The relations also, in resi 3 cct cf giving effect to the Plan, as between tin- centre 
and the units, would Iiave to be- atU nded to by reproducing, on 
national macllinery and organi-'-atiou on a unit scale, going ‘ ‘ ‘ . 

practicable unit in. eacli case, and c-ouncctmg tho.-c unil-s into a natio u. > 

linking up each in cn c-ver widening federal clu.m. ArrangciiK-nts shm. d -iso n 
made for greater co-ordinntioii between tlic centre- and Ic-dcrating states ui the 
Union in all matters relating to industry as at ijrcsc nt ui a 

jecta sanctioned or supported by the centre «rc held up ni cut ,on for «aut 
requisite co-operation or cncourngcincut frem the proMneos. 

Question 74 —(a) It has been snqyestrri that it nnyhl necessary to set uy on, aanpry 
Queslton 74. {partabiny e>fth< nature e.f a TreuJe enu J,ulu. r,a} 

Planmnej Comnns.shn) .^uheliri.bel into .sudeeUr hreenehes ^ 
nlanniua anel ejeruthn of various noa.suns. nlatiny to (\) jeinjjs, 
{ii) other fiscal mi-asur<s. anel {Hi) uea, -fiscal lueasuns. itc. Do yon 

lfso,Jouhl youin\{Uaie Oa 1,^ of o,ynur.<iUeina} chart that you have in 
mine! f 

nn 1 4. 1 I inilu- nr<-\ ions citioiion will .'^utHcc 111 this case dsu. 1 lan- 

_ lhc3 detailed aiis« r ,.o,npivh<‘ndvc ..rg:im/.,’.tinu hut 

mug Coninus.siou sln.uld n- 1 ‘ ' .. j, j, sl.ould K co-o. dii.nu d ami 

only a part of it ,IV lio:'id';'nd the pmpoMrd Imlustrics idevnsin^ 

integrated into those- ol .1 k !..nn 1... In., hies 1 )eMlo|.in<nl am! 

Board or Advisory (.VunmUtiM- cnM-cm'' ' • 

Control Bill. 

. , ,/ ,,, i ft c a SI vie s of sni cialist 4 orejaniza! ie,ns 

Questum 7.7,— {ei) Alirrnahnly. irouUl yen !>"} 'J . / ^ 

eleeillny uifh these particular .^uhjeels . 
tM If so, how would you ce.rAati th functions //o vc m/oMaasVm/ur or.nai- 

zatiens ? 

A 

with a 
unable 
these 
bo an 

tercsts of the country. It is • ‘j ,i the se oi ejtiu/.;i.f ions are, the more 

Action, but the more numerous aiM ',j The plan suggested in answer to 

would bo the overlapping dolay J ‘ ' ^ calculated to meet the needs 

question 73, am* repeated above- wou . ^oparate ..rgainsations would ever b» 

ofeconomy. efficiency, and dcspatcli than sopara 

able to achieve. 

16 M. of Com, 


(h) 
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Quesiimi 7(i.^As a further alternative would you favour only one 

dealiny with tariffs, leaving the other subjects to be deaU With the dtff^ 
rent Ministries concerned more or less in the manne. joUowed at present . 

A Traifif Board or some boily carrying on the functions now vested in the Ta^ 
Board, will noccssarilv have to be an integral part of the o^eamzation sugge^ 
above in answer to question 73. It has also been 

necessary to differentiate the functions, powers and authority of the Tarifl Board 
as conceived in this Memorandum as against those^now 

But having made the Tariff Board a permanent and integral part of the fiscal 
clunorv, which will itself work in coordination ^^^th the National 
Sion, it would be inadvisable to leave the other corelated functions 
dinated mutuallv. There should be an Economic Committee of 

functions requiring coordinated action in aU matters of pohey. This Committeo^ 
should meet regularly to coordinate the economic activities of the various Govern- 
ment Ministries and'to expedite their decisions on economic questions. 

Q.ueMion 77 .— Whatever may he the structure of the planning ar^ ^rdinating 

that you may favour, do you agree that a specialised organisation for tariff 
purposes is essential to the implementation of a scientific tariff policy 

As already stated above, some special authority, investigating into the cona- 
tions of each industry seeking protection or assistance from the State, would hem- 
dispensable. It must be an integral part of the machinery 
tlier it is a single Central all-embracing authority, like the National 
mission, or some disjointed organisations of different Ministries, 

Bo<ly familiar to us today would be indispensable. It may bo 

c mstitution ; and there may be some variation m Pnliev 

ossence, it must be a part of the machinery for givmg effect to the Fiscal Policy 

wo have envisagcil, to investigate conditions before protection, i^sistance or en- 
couragement ill any way, is recommended to any industry or business. 

Question iS —If so, vould you agree with the recommendations o/J/ie Indian Fwcof 

CoNiwiMsioa of 1021-2'J that the Tariff Board or the Tariff Commission 

should he . — 

(0 a pfrmanent body of high standing, 

(ii consisting of members who are of high ability, integrity and impaniyi‘fy— 
preftrabb/ ivi*h a knowledge of economics and a practical acquaintance 

with business affairs ? 

We agree that the Tariff’ Board, or that part of the Fiscal machinery which 
invcvtieates the eondition.s of every industry seeking protection or a.ssistanco, mu^ 
he ail iiKlisTiensable as well as a permanent organisation. It must function as part 
of the main machinery, but within the sphere assigned to it. It must have ample 
8. ope to do justiee to the task assigne<l to it. 

T)i(‘ eonstitnti(.n of such a body would ncoes.sarily be from amongst people 
a< (!nainted b.ith with the theoretieal as well as tlie practical side of each industry 
s ekiiiL' pn.ti-ction «)r assistance. The Tariff Board today consists of usually three 
or four members,- - too small a number to i*rovnle all the varied inside knowledge of 
flu- several in<histri«s, and their peculiar conditions differing from region to region, 
uliich is nccessar\' before a proper investigation can be made. It is also insufficient 
to provid-- a<le<pMt.- praeti«al knowlerlge of tin* naturi' and eonsecjuonces of the 
s.'v t'l a’i forms ill u iiieii ptote« tion or a.ssistariee can he given to industries, biisino.s^, 
serviei s. uiilitie->. I’iiedly, a sMthcamt knowledge <jf the administrative routine^ 
i.- ah.* ueee.ssary it i>uly to ensure proper management, orderly progress and avoid: 

uii'i' e.s'sary waste. 


305 

Because these reasons, even if a Tariff Board is set up with a P*'^- 

posed of not more than would no do«l>t have 

“ntent oftL of the ...hers, to «ivc a comy.rehonsive and 

balanced complexion to such a body. 

In addition, U.ere should be, as^^ ^ hSev^^ “Sid “nl^^ry t 
number for each enquiry separate y T«pmbi*rs of the Tariff Board, thus 

that purpose. While the or five years, subject to re-appoint- 

oonceived, would be for a P . l^e tenure for some individuals, the life 

ment, but not so as to make ^ P.^ j, enquiry separately, would necessarily 

fe Tir^rJ;t“L^::T«lfparticular enquiry. Ordinari.y, no ennuiry would 

or should extend beyon.l one year at the outset. 

Both the original and co-opted made in answer to Que.s- 

the same status, rights and answer, 

tion 73 above may be read along with tn ] 

It* may be added that tbp element^of impart^ "iW^r'of Tribunal 

Tariff Board is not so much ' S ),aianced judgment with reference to 

It is rather the impartiality an inevitable hia-s in 

competing or conflicting mU>rests . . t foreign competitor in the same tield. But 
favour of domestic industry f the detective or objective investigator sc>ekmg 

that is the bias or partiality rather ;;rl in connection with two 

to bring out facts and put them m ^ I 1 J Magistrate, who is impartial 


in answer to a previous ciuestion. nsoui . ^ ^,f tl,e country, would come to 

industrial, or rather the whole sympathy, rather than of compe^ 

bo reconstructed and placed on a b.u • <,,,posc<l interests. Ihis would 

tition and conflicts between all Inf but it would noncthclc.ss be signihcant 

be an indirect contriliution of the *‘‘ri» • .U-velopmcnt of the eountry lus a 

and substantial for the growth, expansion. 

whole. ,.,„nnion!y accepted that, in 

It would be another proot ot tl.e ^ ^jis<-..nncct. isolate and consider each 

the economic life of th.‘ country. ‘ a inter.eonnccte<l. For adccp.ate 

aspect or item by itself, since thc\ all • ai-M-lopmcnt . a comi)rcl)ensive \ ie\v 

and appropriate consideration ’‘ttentmn a ,,f,miing Coinmis-sion. suggested 

is indLpeiisable. The larger maebmerv 

earUer. is. therefore, unavoida . c. /o; prot.^iion, should the 

Question 8d. — Where the procedure proud^J^^^^^ n^ard ? 

apfUcnt\on be (u re's of the rule aii<l funetions of the 

In the view we have taken in this ^ It Nsould save unne- 

Turiff Board, the answer must he < l< p.,,.„d is i ii.|K)\M‘icd .iircHly to receive 

cossary delay and waste ol time, it tie 1 . ,mtiativc and to 

and consider such appli< ationA, or uilhout ai.> a;){ hcation Govern- 

make its suggestions after its <owi the reeen.incndations “f body, 

ment is the appopriatc authority ^^^on.-ideration .if all aspects 

wbon» after careful ami scurcnmi; \u^in to G^'vermnent. 
and condition involved, it eubnute tbcm -o 


orgaaisa- 
givon in* 
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The authority of the Supreme Government is, therefore, not in any way affected 
by providing that the Tariff Board should receive such applications directly, and 
sent out its own invitations, if it thinks so necessary to those parties, organisations or 
individuals whom it thinks best qualified to offer technical scientific or general 
vice from actual knowledge and experience, and without any special mteres^ of the 
adviser’s own to promote. These powers would have been given to the Tariff Board 
under an Act of Parliament, which must be based on an exhaustive consideration ot 
all relevant considerations. The Board would function under such an Act and 
authority, and so would be in no derogation of any other authority. 

Question modifications wouM you suggest in the present procedure to make 

it more expeditious ? 

The question involves inevitable repetition of a good deal that has gone before. 
Briefly stated, the procedure we would recommend would be ; — 

(0 Tilo Tariff Board in its general powers may keep up a constant survey of 
the industrial field : and in pursuance thereof, may call upon any party or or 
tion to place before it tliat body’s views on specific matters relating to a gi 
dustry or a group of imlustrics. 

(ji) Partie.s directly concerneii or through their organisations like chambers 
of Commerce, or associations of manufacturers or their exports, may, lUvewise, be 
pormitto I to present, without any special invitation from the Tariff Board, thdir 
case bfdoro tliat bo ly fur a grant of protection or assistance in any form they think 
suitable to a ^ivon industry for a given period; or to vary the existing protection m 
any form or degree that under changing conrlitions may become more appropriate 
nn<l effiM’tive ; <u' e\’en discontinue any existing form oi protection. 

<iii) Anv bo.lv interested in each enquiry, when one is going on, should also 
be entitled witlioiit invitation or oven without direct concern, to offer his views or 
suggestions to the Tariff Board while its enquiry is in progress. For the Board 
should mak(^ its own enquiry and investigation, involving careful consideration of the 
conditions alfeetiiig the given industry or industries, at Home and abroad, on the 
large-scal(‘ anti small s.-ale, < alling for advice of such further experts or experienced 
people as tins Bonnl thinks ncci‘ssary. 

(o') On eoinplotion of such enquiry the Board should formulate its broad 
cuiK'lusifiMs. and make specific recommendations to Government. 

(r) On such recommeivUitions having been receis’ctl. the appropriate Ministry 
o! (lovcrmmmt, or the Oovernment as a whole, should consider them, and adopt 
.sui-h measures or take such action as they, in their supreme authority, may consider 
<h-^iral-le and apj'ropriate in each cu.se. 

(ri) If in any case legislation is necessary to give effect to these recommen- 
dations. Oovernment shtaiM undertake and carry through all its preseribod stages 
in Parlianumt siuh legislative j«roposaLs. 

{vii] If any changes in existing Trade Treaties or International ohligation.s 
bc.i'omes la ccssary, (.hivernment should set afoot tlie necessary negotiations and 
conclude appiopriatc treaties or make argumcr.ls. 

{viii) Finally, if any modifications in execution, procedure, or activity be- 
comes neccssarv. e.g. in rcgar<l to Licensing conditions, c-rcilit facilities or transport 
raUs. Oovernment should take the neccs.sary action. 


Qiu stion W . — Have you uity irnpromn) iits to suggfMt in the Tariff Board's p.reseni 

irorking milh'jdi {inclttdinij the }irocrdure. for public hearings)? 

.Most of th • irnproveii i' have- already been .suggested in answer to previous 
Va- 't;o;is on the subject. The Tariff B<»anl becomes a y)ermunent institution. 


207 


•*. «r« inififlfivp as well as to keep up a constant survey 

and has power ^ ’otW itself come to know of the changes that may be 

It would, however, be at tj*'' q"'„'i;fi“Jd’to'^grvl“y!''’anrfo^^ purpose 

information from those competent o q g accessible 

arrange its procedure and Whatever enquiry 'is being conducted at any 

to those who can advise ;f ' • Xj* tivc or at the instance of Government, or 

time, whether on the Board s o , siumld bo notified to the puldic through 

on application from any 1 by' special intimation known to the Boan 

the usual channels i^atters. A general invitation should 

as competent or ' essiim of aiipropriate. information and willing to 

also be held out to anybody m tlie Board also should be able to call 

place it before the Board. |'*^^^;,"bilh it believes has information, knowle. go 

upon any person, ^ Vi-.n,! ijabt upon the subieet under enquiry, to la> 

or material that wou <1 specific question from the Board and 

such material etc. before the j ,^,b■ice as may be rctiuired. 

furnish such information etc. or offer s.uJi 

1 1 i fv unnecessary to insist upon pub’ic hearings , 

By such arrangement it practice be public, in the host sonso 

the entire proceedings would m Board's own deliberations to consider th 

of the term. Only at tlic . (.„„t.hisions and recommendations, 

material before it, while ^ in camera. As the. iiroeee.imgs would ho 

the Board be entitled to holt th^^Press and ns the proceedings wouhl bo pub- 

open to the public and P;‘*’'!f'^\ .bl erah at the time of arriving eoneh.s.ons and 
Ushed by Government, tlu final ^ private without any barm. 

making recommendations may be prnat 

■ , , //.. Turiff n conunnulatin.s shouhi nonualUj 

Q^„aon > ^ " ■ 

I„ .He view Which h.. he,, i.k,. 

of the Tiuriff Boar;! in buihhng up ‘ j . ,.ompctilini> or i-et (Hess hoiuMcu p 

eommeiul’.tions wouhl. ).e o tui-n. 

object in view. 1 ,. u-iven full eonshlerc'iou 

As u rul- tiierofoie. .sm ii ‘‘ V' '"''' r‘,i!r‘r' buMi!; ivs* . p, riieul, rly oa iheiv may 
AB O run, wiiom in- l"‘ ^ "‘ '•• •n ^ I aetoiml J^speets 

Hi “rXhWd-s ,w,h, 

of tHe matter vw.ieh f--;;-';;;';; , ;i .... 

Government to treat tin n 

them in oil cases. ,.|Vfet to reeommemb’.liouH 

•n«, .dmioi.. naive h. .ho h tier’K .h.iro 

may also not have rev ive, M .h. h sugg. s. 

to Hco the taihest cm u ‘ ,.,,.,,1,0,00 ami in, ph mcnta.iop of the 

IH,.. those reasons vv wouM i,,,,,,, (i,. -rnmon. ■ 

n^comroonditioriH 
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Queation 88. — (a) Having regard to the nature of the duties and functions entrusted to 

the Tariff Board, do you consider that it should be placed on a statutory 
basis ? 

(6) If so, should the st itute lay doivoi only the composition and functions of the 
Tar 'ff Board or also include the general principles governing tariff policy, 
the general procedure to be followed in tiriff enquiries and the manner of 
enforcement of the obligations of protected or assisted industries ? 

(c) To ivhat extent, would such statutory provisions militate against flexibility? 
How could the possible risk of rigility in procedure and adminislraticn 
implicit in statutory provisions, be either eliminated- or reduced ? 


Tlie scheme of re-erg vni ing India’s Fiserd Policy, designed to promote t.ll round 
<u(momic devLlojjment, wiilJn reasonable time, suggested in ansM'cr to previous 
Quesiions, contemplates formal establishment of a statutory Tariff Board with its 
powtrs and fiineii )ns prescribed by law. A permanent organization of tlJs vital 
importance should not be left to be set up merely bj' an executive decree or even by 
A G.jvcrnment resolution. Tliis was the case when Government was not fully res- 
ponsible to the representatives of the people and did not always desire to obt< in their 
reactions. An executive decree or resclution of Government may be m:»re otisilj^ 
changed, in vital p .rlicul. .rs, th iii a formal statutory jirovision, especially under 
the stress of P..rty rule. The d ,nger of unnecessi ry ar.d fre C|uent eln-.ngcs in basic 
policy, particul.rly in matters needing a degree of jiermaneiico or stability to u How 
long-range plans being made, cannot be exaggerated. 


Assuming tliivt the permane^nt Tariff Board would be established, and its powers 
an l functiv>ns prescribed liy a .statute, it is not nc-ce.ss.‘.ry, however, to lay down that 
such statute should re strict it.si If only to the constitution of the Board ar.d. laying 
down ii.s rig/its and duties. As we have envisj.gt'd this institution, wo consider ii 
very th X tic Bo. .id its>.lf will form part of a much larger ar,d more compre- 

lioasive in.,cui.vT\‘ whi -li wouKl cairy out the entire Plan of »U-roiii,d nationol 
d‘»velo[)iueut, iuclutliieg the el.-bor.Xion of b; sic jrinciflcs of poliey, the jrovisiop 
of the i isinini'-ut oi ag uiey 1 y w'. j.-h tliat p dicy is to be implemented, the j-roo. clure 
to be; billow* (I, liio couflilions of safeguard, thud may have to bo imposed in the 
goner. ,1 n.ili >n .1 interests ai.d otheT r*. levant mattcTS. 


Blit even tliougli the .scope of sucli an over-all organisation mn 3 ' be dcterrainsd 
by an Act of P.-rli .rn<*nt, its sevcr.d articles should be in the foim of gencr..l proposi- 
ti‘>n8. M liters cf d*'t; il, sucli as those relating to the Board’s own piocedure rd the 
time of m. .king enquiius ; the iK.rties to be invitee!, or tlie‘ form of invitation to 
produce tli-' rcciuisite informet ion for eair\'ing on the investigation and living down 
the coalitions i<-ljting to th? piotection to'tJie difFeremt industries, the-ir costs of 
j^roduciion, in- rketing and otJi' i incidental or ancillary' ser\ice's, facilities or ad- 
vautngc'.s, would best be provid«-d for by rules in; cle by the Board, und t tlie main 
Sh’dute. Th -.so nil' S of procedure ma\’ be m de bj' the sevord authoriiio.s each for 
itself ui.d r tias Statute. These includ'*- tlie PI. mumg Commission, the D. G., I & S. 
flic 'P .rilV Hoard c.ud lAxy otlier agimcy or body tliat may be created or maintained 
.such hici-uMug Board or Advisory Committee contemplated under the Industries 
I)c\ cloiunoiit and CVuitiol Bill. 

Tii--.se bodu's or autlioi i.ies will not bo subordinate to the^ Phmniixg Commission. 
Hi'-y w.ll, liowevi-r, h a i* to work in mutual lu’Tmf>n 3 ’ and coordination, so thrt 
;uitoin ',ttc coiri'lition ".n«! dovet; iling m;'.^' lie eff-cted w)iere\cr necossiirv with th© 
le.;.st pos.'ii.le lU 1 . K^.ch --f tlicsc bodies sJionld within its own range be autono- 

in-iU'., ius f, .r i:.s pos.il tli-.t i.s to say, it w«mld luvve powc-is to make its ovvm rules 
<.f pr-.i-edun-, ;.nd regul, ti- its own busin.-ss. This would combine the advantages 
ol spr. I l»Md knowli <l.-«- ar.d exp Tieuce wi.li eoiurnon, eomposite machinery for 
.ulniiiii.siaXion, caiusing tlie l.a.st friction. eVh-.y or red tajie. 

H OIL r-ri\ point tin ' ■■ is l ieiin;(. nr absence- of an\' sjiecifie jirovision regarding 
, I <70\ernment . -aild always have the powi-r to issue .special instructions. 
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pr»odure in of .suing in^uo^ 

4 u th 9 lejiila un mentioned above woiild >e j-tatute. Such iiivt'-uctions may 

raqiirom^nts not directly dealt f- . r mv other less formal communica- 

In this manner, tlien it would he 1]™.'’ |« jc‘ principles. Tlie Tariff 

■of ffixibility of admim-stiation «itl> r .>d > i,„po,tant. or its iiiHuence loss 

Board’s position would, of ‘"i, "-oui.t iSo competent to make its own rules 

effective than is the case to-da> “ ' ,i,„i „„ it can guard quite 

within the poweis. f“;'^ l^ns imd ,„.„„„..s 

inStlon reeommendations. 

Fiscal Commissions' questionnaire- Pnr! 

A 

#• « I'ji fho ('oinifru's rt'gnlrrrnenfs. 



Steadily expanding international tr. the Organizonon pasM-d a rc- 

muintenanee of internatiomd j'"’; Vn de Orj-anizat.on" as long ago as Apnl 

^‘crneld:!';'^' ":.dr imtLJ- a 00,.. o. this res. lorwarded 

herewith. j cp.^rter. tlie Cominitteo 

Of the six ol>ieetiNX‘.s e-uimerated to fuiMh.M ing t he ei.jo^^ 

take exemption only to the Oh, , Clive No^ ,„.o.h,et,s and I'-h.etive 

reso^:r«is^er t^^ess on ^lai^nth:^ 

^he -ssary hn >l‘- Iw kgh^ di'— "flier 

EsSiSr;:.' .:;z:;i:s 

S: aCd’"!ZZ;:".rn.l mnl_^e^ V;- llZjeis 

cannot hut take steps to e.,us. ri e t^ ^ ^ i,„i,^,.nons n.dnstr.es 

may not be earru d awav »»> 

being sUrved of thorn- Charter 

The Working ComnutU‘e stress tl at. n_w^ countries that 

.hould >>" «" J';yl.;lri\ueZeWes'- only ">-d'y jindjl-je^now to preseri^e 

raw materi^ and markets in as "^^""“hZd*^ satisfactory, economically un^r 

own induatries. In ff t Ns on.- will have to press for necessary modifies- 

.developed countries oi wtnoi 


^on of objective No. 3 at the Special Session of the Members of the International 
Trade Organization to be convened at the end of the fifth year after the entry into 
force of the Charter. 

Question 90, Do you consider that the provisions and safeguards laid down in the 

Charter for the economic development and reconstruction of bachward 

and under-developed countries are adequate for the requiremerUaZof 
India f ^ * 

No. 

Question 9] . If not, to what extent, do you think these provisions and safeguards fall 

short of India's minimum requirements t Please illustrate your reply 
with facts from your knowledge or experience. 

The provisions of the Charter which relate to the functions of the International 
Irade Organization for promoting economic development and reconstruction of 
relatively backward areas are largely of an advisory character. Though there is a 
clause to the effect that members shall not impose unreasonable or unjustihabld 
impediments that would prevent other members from obtaining on equitable terms 
facilities such as capital funds, raatcrial.s. modern equipment and technology, and 
technical and managerial skills it is not clear how the Organization can effectively 
intervene when a particular industrially advanced country does not extend its full? 
co-operation to a le.sg iriflustrially developed country in making available these 
facilities. 


In tin-? opinion ot the Working C/<jnimittee, it is the inherent right of o nation 
to dcN'clop her industiies tt) the maximum capacity po.ssible consistent with the 
extent ot her raw material resource.^, lahoiii force and available market within its 
own Irontii'i’s and that in tlu* exercise of sudi a right an outside authority like the 
Intori'.ation il Ire.dc' Organization .sliould r.ot interfere. They, therefore, are not in 
agreemon.t with the <*ondition impo.«jed in clause 7 of Article 13 where it is said that 
tlu? Ifiteiruitioiyil 1 raile Orifanization shall not concur in an 5 ' measure under the 
pr(>v isiuns of (i), (i/) or (lii) td 7 (a) which is likely to cause serious prejudices ta 
cxi>orts of a primary commodity ou whicli the economy of another Member Country 
is l'irg(‘ly tlcpci'.dcnt. 


'riie Uoi-king Ooinmitt«‘c arc also of the opinion that it is a modest, reasonable 
and legitimate ihmiand of a nation to build uj) by every possible way what are called 
key or es.sentiid iiulu-stries necessary for the very existence of a nation irrespective of 
tlu* fact ulietlier it has all the necessary raw materials within the country itself or 
not. 'rids riglit t(HJ cannot be allowed to be interfered with by an out.'^idc agency. 
Nc provision bus been made in sub-paragraph 7 («) for automatic release in this case 
for a spccilied. ]jeriod from r<-striction impt*sed in Ciiapter IV of the Charter on appli- 
cation bs' member. ^ 

4 

The W(»rking (’ommittee do not also appiovo of the condition imposed in the 
case ot application for eontimiation of the non-di.scrimimatory measures after the 
expiry of the .specified pi^riod for wldcli ooncessieiis wtre graiited. Tlie extension 
of tlu“ rch-ase period should be automatic on application if the member conceited 
(vvU tliat the same is reepured after a thorough enquiry and investigation into the 
matte r by a duly authon.-ed machinery of Oovernment sot up bv it for the purpose 
To witlidr.'.w smhlenly protection or assistance enjoyed bv an' industry would be 
tlis;is( vt ms. 


'rhe .sub-paragraph .{ {0) of Article 13 is not clear, in the event of failure to reach 
con;p etc or suhsdantial agreement as a result of the negotiations between member* 
iTutiuted by the_ Organization. In ease no agreement is reached the applicant mem- 
ber shonhl be free to in.stitute the proposed non-diseriminatory measure after in- 
the International Trade Organization. 
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Question. 92.— In particular, do you consider that the terms and conditions proposed 

in the Charter for (a) the continued employment of existing foreign capuat 
and (6) new foreign investments, are broadly in conformity with the re- 
quirements of India ? 

Yes. But it would be more practicable and in the interests of •nternational 
investment itself if some basis or standard is laid down as to "Jiat is conMdercd 
“adequate securities and reasonable opportunities — ^\or^ s v no are - 
Article 12 of the i'ixad Act. Adec,uate safeguards should be 

concessions granted are not taken undue advantage of to resor .ndpr uerretual 
petition with national industries with a view to keeping the country undi r pc rpctual 

foreign economic domination. 

QueMion 93. -Arc you h, ayrccmcnl u-ilh the hrom! line., of the commcrcint poluy as set 

out in Chapter IV of the Ilniana ('hnrttr / 

Yes, but with the following reservations. 

It has been pointed out earlier that industries proeessing incligem us 

and depending upon indigenous markets 'tile duty of The Govem- 

allowed to develop without any outside lundianc. . ,.ndpr.rh ve. 


- 

safeguards are to be applied. , i . • 

The two types ot in.U.sy ies t™ 

done, the Working Committee ‘f- and encouJage 
IV restricting freedom oi uncleidcvcl I , .j,„| p,iu-tieal measures aii<l so 

and safeguard tliese industries hv e\ei ^ j,) j„ (Ik- shortest time possible. 

achieve an all rouml developmi-nt ol her Cl onom> 

-4* * 1 ... A.tifh* *’.5 reiatini: to subsidies 

In tlie opinion of the ns n proteetive measure hy 

also rectuires some modihc-ation. i • , ^\ when the Government ol an 

industrially undeveloped c-ountries s ‘ mvetiiui with unfair competition 

undevcloiied eountry linds ,.,„npitit ion of those eoun- 

from abroad or are not suiheien \ ' ■ „„„id ho justiiied in subsidising its 

tries which are teehnn ally lar n ‘ 

industries to make tlu- e.m.p.- '„„„r oh,, rPV, as to (/»»,■ A, tides of the Ihnaua 

Questian 94. Jfnot. trould i/o*i elohoral* tfOt j ^ ^ ^ .l i. Ur.< Mini !(, 


. . , Iriinl hnlim irhidt ifOf( voUesidt r (Idrifiiihtal to 

Charter h.anny uu rdaU to Ihr shoit or 

the. interests of our nolusici I'" <! 
the lomj yet ml or to holh ' 

l-lease see reply to Question ti.T .sdastr,/ on 

Question ’O''" '■’'I'ttatiousofth. Charter U) in the short 

period, and Hi) iv (fa loiaj ' 

In the 

•he will be free 

balance of payments position 

during this time. ^ oonsiilered unnecessary e.g.. toilet 

1 . Complete ban on •_ -ndK is mainly to ease the exchange 

requiflitee, novelties, and other luxuru. 

gituatioli. 


acconni cy unr • • / • • ^ 

perml. atol ul"in, halanee of payments difllcadty now. 

long run only. A.s In'l»a i. . import restrictions to safe guard her 

frceforafewyeai-ritoi-i^ nieasures can he arlopted hy India 

nOHltlOIl. • 
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2. Preferential treatment for imports of bare iitcessities and of raw materials to 
give impetus to industries to make finished products at home. 

3. Preferential treatment for imports of machinery to make machinery. 

Qitestion96.— On a caref id balancing of prosand co-ns, do you ajiprcxe India s 

adherence to the Havana Charter and her consequent paritctpaUcn in 

the proposed International Trade Organization f 

As the Charter cannot be modified now, and it is to be either accepted of re- 
jected. the Working Committee have no objection to India s acceptance ^ ^ 
Charter for the present as a temporary measure. During the first 
India has the advantage of being on the Executive Board. If as a result of the oh- 
ligations incurred under the Charter India's economy is affected 
make use of the esc ape clauses provided for the time being. India will be 
to leave the Organi7.ation after the expiry of these three years if she f *!* 

be neces.sary at that time. In case she continues further the ® 

behalf of India should press for necessary amendments m the Charter in the « 
the observations made here at the Special Session of Members to be ^ 

review of the Charter, nearest to the end of the 5th year after entry into force of 
the Charter. If these amendments arc not accepted, Irdia could then consider 
question of leaving the International Trade Organization immediately. 

Question 97.— If not, what would be the bread live of ccinmercial policy that you would 
^ advocate for India and in particular the fiscal measure that you would 

recommend for Government' $ accepUince ? 

This docs not arise in view of the reply to the above question. 


Question 9H. 


—If you agree that India should adhere to the Charter and join 
nntional Trade Organization, have you any vieivs to express on (a) 
structure and functions of the International Tr^e Organization, (h) 
India'.^ position and status in the International Trade Organization ? 

fn elcctiiu' members of the Executive Board aiul also of the Commissions to 
be set up the Conference should have regard to the nece.ssity of givmg 
presentation to under-dcvcloped countries. In the first Executive Board India has 
already been given a seat and she should be given adequate share in the 
of the'Organization in view of her large share m the International Trade and the 
prominent place slu* ficcupios in Asia. 


V.UVy OF THE UESOLVTTON ON “InDIA AND THE INTERNATIONAL TeaDE OeGANI- 

ZATION" PASSED AT THE SEVENTH AnNUAL CoNFEEENCE OF THE All -INDIA 

MANurACTVHERs’ Oroanizatiok hht-h on 14ti7 ani*> 15th April 1947, at 
New Delhi. 

India and the International Trade Onjanizat iiot 

Ueco‘mising the great contribution which a steadily expanding intematiomvl 
trade on tTniultilatcral basis can make to the maintenance of international peace and 
r)ro.sperity. this Conference welcomes the efforts tliat are now being made to create 
an apTiropriate international machinery to co-ordinate the commercial policies of 
various nations an<l to free international tra<lc from the shackles ot arbitrary tariffs, 
quota restrictions, discriminations, cartels and monopolies. 

The Conference, however, is of the opinion that {a) such inteinaticnal agree- 
uneits should cover not only exchange of primary raw materials and finished gooda 
hut idionld also inclu 1«- the « x< hangc of secondary, industrial and semi-finiished 
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materials, capital goods, later technological knowledge and 

-the development of under-developed countries should^be recognised as on 

maior obiectives of the proposed International Trade Organization and that it 
should beexpUcitly stated in its charter ; 

draft Pharter in regard to the removal of restrictiv- business praeticcs s 

not be confined to ‘eommodities’ only, but all be pra\"t?rs''are''quite 

shipping, banking and insurance where unfair . ‘^.u services 

often adopted by many vested interests to hamper the gro 

by under-developed countries. 

The Conference is further of the opinion that industrial 

^iftioi o?export anef import trade and the Col 

and new industries through pj-t^gerve scarce materials 

ference holds that it is the inherent righto c\ cry niuler the land on the land 

and to utilise to ihe fullest its own ^ ' 

and in the air before making them available to otlur nations. 

The Conference, tiu^eihre. 

Lcs indi. 

•cated above. i" . . f i. 

The Conference furtlicr urgc.s ould 

Board and the Secretariat of , inrticiil-irlv to India in vitw of lit r large 

lX;%tZ!«naXtrrr:do';u:d Hu^ pr'o'ndncn; posiiion s.,e oc.upies in Asia. 

71 . 

Please see replies to c|uestions hi a.M M nlartTrX heme X oh]ec- 

in this case too. 

<fnestion 100— Hare ,jcu any „specl of Import into 

(a) tfif cowcc-vesioww aranlid hi, u.s (o omrr 

this country : and ^ , 

(fc^ the conci^swu ncarul U us .« nsp i j j ^ r,. .„h 

(a) On page 12 of the Momoranduin d ^jj^tHbution oftlic total value of 

Trade, the following tabic is gi\'’“ ...'T tlin'creiit classes of imports, on the 

imports affected by Dv concessions bctuctn 

basis of 1938-39 figures. , Ks. in luklis) 


1. Fooil Itoms • 

2. Chemicals, drugs Jind nie<li< ines 
3 Other materials of industrial un* 

4. Machinery and e(|uipnicnt 

5. Consumer goods 




93 
1.84 
.^>.42 
2 27 
3.74 


14.20 


F. 

* 
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111 the opinion of the Working Committee, more concessions could have 
granted in respect of items 3 and 4 and less on other items particularly 1 and 5. 

The Committee are not able to appreciate the statement on page 13 that con- 
cessions on food items are olniously desirable in view of the present food situation- 
in the country. The great majority of the people of India cannot be said to be 
consuming most of these items which belong to the category of imported provision^ 

If the aim of Government is to make the people get ‘c«an conscious efforts should 
bo made first to change the tastes of the people before encouragmg such imports ot 
canned fruits, soups etc. from abroad. Besides, the development of an mdigenous 
food industry is as essential as setting up ammunition works viewed from the point 
ol' tile national security of the country. There is an amiual dram on our io^eipi 
exchange resources to the extent of R.s. 130 crores by imports of cereals and other 
food it(‘ms. Thv whole future economy of the country depends on the solution ot 
the food prolilcm and the Government themselves have declared now that they 
inteml stopping fooil imjiorts completely by 1951. 

Item 5 is one in which liberal concessions should not be given; particularly in 
the case of non-essential articles. It is neccss iry to raise import dutie.s on most ot 
them to control their imports as well as to improve the balance of payments position. 
Hence in the opinion of the Committw there shoul.l be only minimum number ot 
conunitments either f<)r rcfhiction or for maint:*nancc at existing levels ot the duties 
on .such conumulities. 

As rc-iu-ds it<‘m 2. the (’oiiunittee want to point out that India has made sub- 
stantial progress and every effort should bo made to help her become as self-sufficient 
a.< p^•^sil^l'’. National s«“curit\’ interests flejnand this. 

(b) In para I. page 0 of the Memorandum it is said that ‘Many* of the 
.•uuntti'vs with which negotiations took place at Geneva were depemlent on imports 
of the kind of primary «-oiiunof|ities of which Imlia is a large supplier and it was to- 
their t>\\n intcrc.sts not to hunlcn imports of such comnioditit»s with heavy duties. 
11 uas con.si.lcrcd minec-e.ssary. therefore, to ask .lirectly for concessions in resect 
of such comimiditics from these eiaintries. and to pay lor these concessions. Ihe 
WoiUiii'' (’ommittc<- are of the view that this statement is not quite in unison with 
the lirsrhne of para. IS which reads: -The following arc the principal items of ox- 
port trade- on whit'h <lire<'t eoiiee-ssions have lieen .secured ; Jute and jute inaiiufac- 
turcs. cotton manufaclnrc.s. cashew nuts. mica, shelhie, coir mats and matting, sports 
jjochIs. (Nu pi'ts. Spit iXUii c‘<uvilnu*nts, oils und tcu . Incliu luis u inonopoly 

m uuU ot tlmse goo<ls an«l it is not . lear to the Committee why loncessions wore 
asl^cd li\' (Government mainl>' on thi-m. 

In the casi* ol primary goinls sm-h as mi<'a and shellac the foreign manufacturer 
v.oiill ccrtainlv like to -il t them ehoapm- from a monopoly country winch would 
ctialiUt him to make his fini>lu.l articles at a cheaper ]>ri<-e and dump the same on the 
vctiy i-oiiiitr\' of luigin ot tlu prinuu’v piaxluets. Naturally this would discourage 
tlu- setting up of iiuligenous industrie.s for con\cTting into finished goods the raw 
prculuels in \\hi<li we hold a monopoly. 

It inav l)(“ pertinent to jxiint tmt in this eonneetioii that the eonce.ssions received 
for our manufactured goods are not impressive. l)n llu^ basis of figures for 1938-39, 
the value of trade- eoveriitl bv e(,»neessions on manufaeturiMl commodities amounts to 
Ks. 784 lacs (or of the total) while that covered by concessions on primary 

I'ommodities to its. 2,t>77 lacs (or 7--t>% of the total). A reorientation of approach 
is necessary in view of the present urgent nee.d for expansion of export tra^le m 
jjrocosscd materials an<l maniifa<-tureil goo<ls. 

If Bulficient re.soareh in India and propagaiula ahroatl are nuulc as to the vu* 
riouH uses of our proiluets we can keep our markets expanding and be free from tho 
fear of substitutes springing up in otlu-r eountri(‘S. It i.s this fear which prompt* 
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■VB to aak for concessions even where we liold virtual monopoUes such a« in jute 
manufactures, mica, shellac, tea and cashewmuts. 

^Qttesiion 101. -~On a careful examirmtion of these reciprocal conc^siotus 

that the provisions of the General Agreements on Tariffs TraM have 
been oit balance, in the interest of India ? If not, to what ezte^ do you 
think these provisions have been at fault from I ndia s point of mew . 

It is too early to express any opinion on this question as the time lag 

Agreemlt came^into force is 4/short. Very Uttle on 

the subiect but it can be safely stated that even if the Agreement seemed to be on 

India's advantage at the time it was arrived at, its ' 

tion under the present altered circumstances will not be ad\anU„eo 

Please see reply to question 101 . i ,■ 

<iu^siion 

January Wol ? 

\t is not clear what is exactly which ^existw^^ 

■expected that the same cond tions would pro . thui-'^ in the ali-^tract. Some 

were made, it has to be pointc 1 out that d walki.ig away 

conditions seldom, if ever. pni\ail. moi ■ C (.ountrv lias had its 

from the ‘road to serfdom’. Moreover partition ^ exporter of 

repercussions on tin foreign trade ol tlu to ■ large scale. The aro is wlicre 
raw jute and cotton but a net impoi e I(,eatefl have gone to I'.ddslan. Indiii 

carpet and sports goods industne.-s woiv “ ' ■ . resoect of these goods. In view 

is no more in a po-'^itiem to eiijuy the eonce.^s | - I ^ .v^reuinenl will 

of the altered eondilions the Working ( ommittec stu>> 


have to be alterefl. 


P L. BADA^II. 


Secrclani. 


Bombay; 

The 8th October VJlO. 


216 

Indian National Steamship Owners Association, Bombay 

PART I 

Introduction* 

Every industrialised and trading country, vhich has a considerable 
of its own, has recognised from time rn n ^morial the importance of the sh^p g 
and shipbuilding industries in developing its national economy. ^ot only do 
the e im luS -leveloped to their full potential, help to ^ interna- 

tional division of labour ■, they also provide a second line 

which guarantees the security, integrity and 

Forciffn sea-borne trade is becoming more and more a dominant factor in the 
economic life and growth of every modern industrialised community. Nations get 

i diny and more with one another ; and consequently become mter- 

dependent af w^^^ produces itself the more it needs the ares 

of Mother and so requires all round trade which emphasizes the need for an atle- 
quate efficient economic transport service which a nationally owned shipping 
provides. And the basic industry of shipbuilding becomes important in propor- 
tion. 

In inotlern tiin ‘s. again, more tiian ever before, no country can its 

coasts or retain its nver.scas trade, which has no navy of its own. And no navy can 
exist^where there is m.t a good shipbuilding industry within the country to sppply 
:il hint oTail^ulary cr.d/f u- th . carriage of troops and Btores. to prov^e hospRal 
or ambulance services, to mine-sweeping. foo 1-earrymg 

red other such functions. Xo shipbuilding industry of the modern type can 
only on [he specialised building of naval vessels. There must be a 
"icajuate, mo^cliant shipping of the country’s own to P-vKle^oeeupa o^^ tha 
labour, capital and technical skill, knowledge and expenenee needed for this m 

terprise. 

Transport — an Industnj 

It must be. at the very outset, noted that Transport is not by itself productive 
of new wealth. It is only an adjunct or contributory m the process of 
It does not create new material wealth so us to add to the volume of the National 
Dividend. But it adds to the time and place value of the material \\ealth pro- 
du«;cd • and by the em])lovmcnt it offers to considerable nuniber ot workers, both 
skillt I’aud unskilled, it helps to improve the standard of living, or the means of 
^ iti.slying human wants. It is fully entitled to bo called an Industry m the best 

sense of that t-erm. 

Being a eontributory factor, it increases the place value of the ])roduee raised, 
facilitate.s division oflabour and ther by gives an impetus to the increase of pro- 
duction, both fiuantitatively ami qualitatively. If tran.sport is unavailable or 
rudimentary, the nr(»duecr will have to depeml fur the satislaction of all Ins needs 
more or loss on his own elforts. His labour or energy will be din'iiscMl over a number 
of facts, instead of being eonecntrate<l on one ora few items in which he may 
have si>ccial a<lvantage. The aggregate result will he much smaller in value than 
if ho had specialised. 

This is the foundation of the economic jdienomcnon callrd Division of Labour 
which is recognised as adding materially to the volume and variety ol production. 
A good, efficient and economic Transjiort Service promotes the division ol labour 
in space* as between regions countries. 'I'lio t*id time economic system ^\as 
necyjssarily based upon tin* idc*al of local or village sclt-suffic’iency, just because 
large-scale and rapid transport of the present day was una\ uiiable. Production 
was alincxst entirely for us e, and very little fc)r excliaiige. 1 raii«]iort being Umiten 
either to human or animal energy, it uas necessarily very slow and costly to cerry 
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goods from place to place over lon^ difitances. The volume as well as the variety 
of production had needs to be very limited in consequence. 

As and when and where natural facilities for movement in bulk, like flowing 
waters, or the power of the wind for driving ships along the coastal or distant seas 

were available, they were utilised for effecting transport of goods m large quantity. 

The volume of wealth exchange was conqiaratively greater for s' ch areas. Ihose. 
therefore, who could command such advantages were encouraged and able to pro- 

duce more or in sroater variety tl.an tl.eir own mnned.ato 

Burnlus or speciality they iiroduced was bartered or exchanged for that portion 
Zh^r rn*^ dema.^i whiei, tl.ey eoul.l not n.eet from their own P- - .on, Com^ 
merce grew out of these condition.s of n.creasmgly syeeialised produet.on an la 
commerce erew it eavc a furtlier stimulus to new proiluet.on Iransport is thus 
an^Zortant n'^' Vent iu the urowth a, id ramifications of modem commerce, 
bXin" ind foreign, ami, through that of the entire economic organisation 

and activity today. 

Because Transport makes tl.is very important contribution to 
economy is profoundly affected. 

With the advent of in all ito 

the possibility of one man nr a f''" ' ,.,,ii,,ment of veliicles, permanent way, 

forms by land or water or air '' '''' ; potels, refreshment rooms, 

traction power, and all the acees.sorH . • ‘r,., ' of a large number of 

ferries, etc., became almost > i,v sh-ires'in a joint stock concern is almost 

persons providing the ul on^ of railway transportation, and steam 

coeval, in point ot time, uith ' . countries as France, Germany, 

navigation on rivers, canals ami ‘don_ ■ • . ,,f tlie Railway, they had made 

Uni^d States or Britain. There^ be ore t e of Lnals built 

very extensive u.se of tl.ese natural Continents. But even 

around them and the seas along ■ ..^1 uidre rapid and much more centra- 

with the introduction of these moie ^ ^ i„ „n-co-ordinated overlapping serviw 
Used means of transport, thewa-^tc i i,> i.r«ibli*m was created for those countries 

remained. A new, co.nplex and lonmdal.le , ^ 

like ours, which being belnnd for tlu-m by foreigners working 

essential industries, iitihtie.s or .t • ^.J,us( i<.u.sncss grew in such people 

entirely for profit to ' ‘‘Vr, their eonntrv. thev souglit to plug in every 

of this invisible form ol draiti fr cmploved to prevent such dram, 

drain pipe. We .shall reviev belou ^f-rvicesaml utilities. Where 

by each country to develop its <)\M» ’ India bv politics influencing 

the problem was .still furth.-i '''"fi;''':;’;; ',,1, , if not insoluble. A ro- 

economic factor.s. tlie problem w.i> a ,,,.uliar tli.'iaiiiiities or handicaps of the 

view is accordingly given later <•» <- to coastal and overseas carrying 

Indian Transport Knterprise NMtl> 

trade in good.s as well as „„„ght to he carried by 

All kinds ot good.s ami a ll ( l.is" • ^ ^1 ^ ^ .,iul meilley of rates was 

railways competing armmg ' ,t,-< as well as in .'^ervlee amenities or com- 

* illocation 

ir busi- 
countrioB 
of the 
nly by 
Accordingly, 

allowing free conux'tition armmgst aii \ oiirricr to he an unwarranted, 

they rogaide.1 a.i.y iatci (';,,vernmental authority, 
unnecessary and an uncconoinica 



Economics of Water Transport 

Water transport is, and has always been an important adjunct of India * 
'national economy from time immemorial. Bulk carriage is unquestionably easier 
• by water than by road. Wherever therefore produce was abundant, and trade 
between distant parts flourished on a large scale ; w'herever considerable distanc^ 
had to bo covered by heavy load, water transport was naturally more economical, 
and therefore, preferred. In India, with a long coastline of over 3000 miles, and 
with her principal rivers flowing through hundreds of miles all the year round, 
with imperceptible gradients in fertile regions and flourishing industry; and \rtth a 
very considerable trade with all the neighbouring continents, water transport 
had developed aiul was utilised on a large scale from days before recorded history. 

The economics of Water Transport, both inland an<! aiToss oceans, or along 
coasts, are too obvious to need detailed enumeration or specific analysis. Land 
transport by road is said to be relatively cheaper than Railways because the perma- 
nent way is much less costly than the corresponding item in rail transport. 
Whatever tlie cost, the road transport has not to bear it. since the road is provided 
anti maintained at public expense. Reasons of national economy as well as 
strategy for defence have made this syrtem univer.sal anti unexceptional. In the 
case tjf water transport, the ])erinanent way is free of co.st to anybody e.xcept in 
the case of rivers canali.scd for navigation whore th<‘rc is considerable initial cost 
to rcckf)n witli. Water, otherwise, is a gift of nature wliieh needs vep' little out- 
lay, comparatively speaking, to be made serviceable for this vital ingredient in 
national tlevelopment. 

Ports and Hatlmurs are als«i, ])rimarily, gifts of nature. Their improvement, 
t^xpansion an«l adajtlatien to modern ctjiiditions involve, however, considerable 
invest merit of capital, which is rcinibur.s€‘d liy levying Port Puesin a variety of ways. 
If and wIhtc material ('apital or human labour is invested in their development, 
making tlicm rnoif s-Tviccahlc under clianging conditions that outlay is comparative- 
verv small in view eft In* grf>« ing volume and value of modem sea-borne commerce, 
'i’liese arrang'-ments. mnn-Dver. are made by the State or some public authority 
nndiT it : so that llie initial cost docs not fall on the carrier entering or leaving a 
|iort. Poll dm-s are. imlcrd, not extinct like road tolls ; thanks, however, to in- 
terna! eoi'ip. tilum among ports in the same c-onntry, the incidence of this burden 
is ri'lat i\ ely light . 

\atmal advantages fir inlaml water transport in India are even greater than 
ini'jlil .ijipear at tirst si^lit. (.)ur rivers are. wherever they exist, perennial, not 
i, l i., lie ill\ trozi n. like tile \’olga or the Vistula, the Oanube or the Don. They 
o; - no i'o<tly ieeliteaking. mud-rlrcdging, or fog-clearing cfpiipment. t^o make 
’Im im .■;,'r\ ii-i a l»le in «-<-rtaln m<mths of tlie year. They flow through ])lains, 
liie.' \ er\- little ol'lifling eijulpment for traffic, like locks on rivers meandering 
I'lr lie'll uneven eoiinl ly. lax-ks woukl add, no doubt, to their accessibility and 
i-e in eert lin ureas : Imt broadly speal<ing. they an* not n(‘e(le<l in most of the 
Indian rivers wherever they are navigable. 

Addition of arteiial i-anals would improve the linear e.xteiit of the service. 
But, hithiwto. — and pait ieularly under the British regime. — Canals have been 
<lug almost entirely for irrigation wherein navigatirui found no place. Such of 
the great canals on the principal rivers of India, which are wide and deep and 
perennial cjioiigh to offer na\ iga1 ional facilities, hr.ve been constructed not pri- 
marily for navigation. Their lay-out . rliniensions and us<* are consequently govern- 
ed by considerations other than cointiuTcial. Tlu- Indus was navigable for a thou- 
aand miles from its mouth betore tlie Sukkur Barrage barred through carriage at 
Sukkur. It adds materially to the cost of transhipment on Indus in that Province, 
•as compared to the parallel service of the railway. The Ganges admits boats of a 
thousand tons up to Allahabad. Oalcutta is only a river port, a hundred miles 
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from the mouth of the Hooghly . ^ 

convenient points along the Ganges leave properly develop^. 

port service along this grand highv > maximum, the capital cost for 

■sssrs™ s ■• “ "" ”"“ 

“•“•i'pr.srs; 

=^=sr- .• 

even that was large-scale, ‘".P a?c now huilt in large un, sues 

animals. Ships for deep rivers or ocean transp ’ ‘'il" 

and are very costly. But m proportion r^r^is form of transport serMce is» 

eost is small Initial capital outlay is that it is fixed by 

compared to others economic. the natural gift is m existence. Hiim^. 

Along given lines, and can he »^ed only « h ^ 'v ' ; ,1 iTihe 

ingeSmtv and effort can. no doubt, , scope for these, is Im'ded by the 

Tr hv the Suez or the Panama Canals. ' pf ..-e desire to utilise this 

geo'graphy and available must <levi.se all such expe'l>eo‘^ “ 

and maund for maund of carnage, 

form of transport. . t lu tho Inland Water Transport ha< 

Whatever its "n^V'^begun competing with the 

trial, once the raUway had even in Britain. S^oan 

network of canals, au )> ^p.ditcrrancan, the I j^i,„nur deve- 

rti^’SXnd tttl-e- -I- 2vel,.p.ncnts or 

lonmonts on the Kh.nc and the Danun 

P^iects of Soviet .fianners. K.sten. hidia ':->'hri;i:uUHes 

The great al tered aire.ction. provide a very 

possibilities ot dt^<i 'I j-ilk Gegra. Sone. ‘ti.. • India. 

Lo the Jumnu. „uns,u.rt for the J', >’'^[‘.,1 thu Brahnnvputru 

economic grid system o‘ ..'eUvork '‘“f si;‘,;i;!,rly. the Mahmmdi 

and lesser ri -ors ."f 'ml Cm Cm.very, '|;:,^;vays sfited 

and the Goda\an, th \Vcst, liave bvcii ni„ ^ cleared hs the 

Tapti and the Kabarmati ^i^^^^J.dlal.le. tlio nnui of very 

up and blocked their ‘ _ damage in rivers as the Sutlej 

annual iloods that do < o of 'heir being Hnke'l solved in other countrioc 

osoil. The ]>ossibiht 1 i k vsl-ichh-^hee ^oKcd 


H„ke<l up win. - - j. - j countries 

t nl: l::r" emmot solve . 

^happily ef - 

until today h^^ause o t ^ ^ only r.- v , It Lite possibilities of ihbi 

has killed theses possibiht •- • j. , true . j 1-^00 roadway iirovidod 

Authority, when ^PP*’"‘V^: ,oontr>. much -smaller in 

^roat endowment by ,,j- i-arner on ‘ ^oofieii hulks 

bv nature, the initial \ tbei form of native forest, moldeiitally 

initial equipment than on . > ‘ out ot the native 

of old time could be eivsily Imilt, 

1« M. of Com, 
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providing employment for a wider range ctf skilled artisans and unskilled labour. 
The provision of these ships with all the equipment of sails and cordage anchors 
and cables, oars and masts, also came from indigenous sources which thus advant- 
aged the local economy in proportion. There w’as no need to pay a tribute to the 
foreign shipbuilders or boiler makers, as we have to do today, because the industrial 
background is not so highly developed as is necessary for an economic shipbuilding 
enterprise of the modem kind within the country itself. 

Again the sailing vessel had no cost on account of motive power which in a 
steamship is a heavy item, whether coal or oil ", for the winds of nature, the tides 
of tlie sea or the current of the river carried the cargo and the passenger laden 
vessel. It made water carriage in hea^•y loads comparatively very easy and water, 
therefore, served as the principal means of transport wherever these facilities of 
nature wore available. 


'riiese are, however, no longer tlic normal conditions in shipping. Steam power 
has taken the place of wind driven sailing vessel. And though the maintenance 
co.st of a modern steainshi]) is greater than that of the wind-jammer, the increasing 
substitution of oil for coal Icavc.s a much larger space for payload, as they call it in 
America. It makes considerable saving in labour cost too. Wage bill, ashore 
and afloat, has arisen ; but e\en so, given the much greater unit cargo than caii be 
carried by water, the cost of maintenance and working may be deemed proportion- 
ately much less by water than by land in every form of transport. The economic 
and’ i»rofitahle. management of shipping ctnterpriso thus becomes a matter only of 
securing adequate cargo or passengers. 


TIu 5 losstvs in shii)ping an«l ri.sks of water carriage, common in the early days- 
of long distance international shipping, are- no longer worth reckoning on the debit 
side of the aectjunt. Tf such risks still continue, there are effective means of guard- 
ing or insuring against them. Erection and maintenance of lighthouses and life- 
boats. l.uoN ii7g ni' clumnels. and provision of suitable dock facilities or loading and 
unloa«ling e'<pnpment are all liabilities of the State, which a modern country ha.s to 
niainlain for its own rea.<ons. Sea tran.sport today is much safer from the point 
of \ k'\v tif accidents ; aial speed is no loss, nor is regularity of service lacking 
compared to even mechani.sed road tran.sport. The terminal costs of ports and 
slor.'ige tend to ijurea-e. But even these do not make water transport costlier 
per unit. 


Both inland and overseas water transport have thus possibilities w'hich need 
<o li(‘ l and'ullv investigated. They must at the same time be co-ordinated with 
<.!]ii r available form.s of transport to make a really complete, compo.site, adequate 
;ui'l ).dV('<ti\e as well as ecoiK>ini<* s(Tvice. I’nder jnodern conditions, and with 
Oh I tfr.-it <le\< lopnicnts in shipbuihling, both naval and commercial, India may 
H.ppear to sutler from ciTtain initial handica[)s. But these are not rlitBeult to re- 
iiH.\e, In Ilu“ ol<len days, the jirinuirv material of ships and their equipment for 
s( 1 \ u e was all available* within the c<»untry. Barring iron and steel in limited 
quantities, all items of equipment netnleil for tlic construction of modern ships, such 
a.'-; the cMigine anil tin- boiler as well as the nieelianieal and electrical equipments 
wliieh these vesseb, have all to be iinported frean j:.i>road. Shipbuilding 

once a far-faiiu tl and tloiu'iskiug iu<ltJstr\ of this eoiiulrw has to be replanted 
in tlic laiul by arlilii ial methods, if need he. We ha\e i qnal ja>ssil»iliti( s of de- 
veloping an iron and stud itidustry, already fouiuli<l on a modern scab-, wldch 
may ciusily provi<l<- all tlu'se luisie materials. Ami the jirodti(tiou of engines and 
j)arts, eqviipinent, apparatus, or instruments is liki.‘w ise an iti m in all-round plan- 
ning which caimot be ignored wlieii the organised, juirpost ful. co-ordiiu.ti d expan- 
sion of the country comes to be achieved. 


The extent of siiips and shii)i»ing business needed bv India for her inland water- 
ways, for her coastal servicti, and for her e>verseas trad«“ is impossible to state with, 
any degree of acutiraoy. The »Shi])ping Policy (kunmittee of 1940 estimated that 


T 
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two milliou tons of shipping would serve our present needs in the coastal and o verseas 
trades, and their probable expansion in the next few years. Against 
have got barely 327,000 tons. Though, as already remarked, the advent ol the 
raUway and its competition has strangled the inland water carriage of goods or 
passengers, there is still enough evidence, under present conations, of that 
^ient means of transport and communication having still its utilitj. It nct^ 
but a small dose of public support and encouragement ; it requires but a "‘oc^cst 
co-ordination of all available traffic of an expanding economy, to rcsuscitatt and 
reinforce tliis cheap, efficient, widely prevalent .servicx-. The 

“oCn meetnfsed cquipment^or loading and f XI 

charsine cargo would improve the umumerable inland ports of Lidia, huh once am 
r™voW o?throuih trade to overseas countries, and wlaeh still have poten- 
tialities of resurrection to a considerable extent. 

rni 1 . 1 - T«rTi.. ctrotclics evcii after Partition, to over 3,(JU0 miles. 

The port^lnl harbours which once'unwkcd this 

rendered useless, mainly by the competition o ,intli('l iiidforitsowna''grau- 

partly also by the exigencies -f- 

disement. In the Vijayanagar Emi)ire o principal ports, wliieli 

the whole of South India, there -ported 1 

today are hardly even names. Tlu ir . ^ i,j theii coves; their 

memory maintained by a f.'w str^ antiquary' or t hi" enthusiast for local 

potential nwrks unkno\\n ^^r ' concentration of the country s 

development against ‘ ve^ pli.icipal ports, 

economic energy, resources and outut in a i 

♦ rr. ulsteads which fluurished a hundivd years ago 
Against the numcnnis ports ‘ do more than bO [ht cent 

on the coasts of India, there are no . - I ■ . between them take two-thirds 

of the country’s slapping V,;. a .non- evo dist. ihuUou of husi- 

of the total business availabh . .L.-velopment, As the following stalls- 

ness among the ports m antra 1 ,,,.n ,.U*are'l with cargo has pa-iscil the 

tics will show, the shiiiping .\vliilo the adjoining maritime states, which 

ton million ton mark m the ImL. H . an exteiusive sca-born<- trade, 

had all tlirough our long stones pe-M .tl.-o dtst i 

must account for a siinihir {ifoportion. 
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National Factor in Tran^ort 


The problem of transport economics is particularly complicated > 

in respect of the more modren forms of Air and 
with Mtional considerations, affecting ludional 

which no country can afford to overlook. An adequate i.ir fleet and an equ.-Uy 
sufficient mercantile marine play a very important part, 

auxiliaries to the fighting services propi r, m air as wel “ “‘J * 

more considerably in keeping open comniumcations and pro\ iiUnfc suppli . . 


Because of the universal recognition and lo 

modern systems of imtional defence, -imuIiTri;" marufac- 

encourage and maiutaia these serMceb, «el armament and equiiment, 

taring the vehicles, their parts and K its need. Suhs^di's f-nd 

to see that the country is not left stranded n\ th 1 ,nvu...s to rreserve 


The rationale 
far to seek. In times of peat 

_ A • • • • 


es 01 war. 

. of such special -‘lva,ttiige^loUi«c semces aim ^i^ 

imes of peace, they niay not find „„.i„ment. 


' I fKi< OI llKvl\ II ' 

exclusively commercial looting. i»| tiwiornnl times the State must provide all 
such serviLs and their basic mdiistrics ' ">■■■■• ,,,,ices Ix ing run. It 

necessary stimulus to such ■ maii.tcivu.ee in efiVelive .run 

’! Sr„^!.rabh ^^eildm^ 'the much needed vital service long before the hour 


the 

must ^ . 

so as to be capable of rendering 

of danger actually strikes 


roucesslons and as.Mstai’ce, in a 
to consider t lie economies 
ijasis. Economics and politics 


national defence and to 
relations. We, ii 
problem of filling 
or neutralising 

ofthese factors as applied to India, as r! ‘ will explain the peculiar 

of the country during the last ‘iuart<-. ,, the absence or 

position of this country and ^ :-vrNi< cs. 

Snder-development of such indiistrus -uet 
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PARTH 

Changes in the economic background since 1922 

A radical change has taken place in the economic situation and background of 
this country since the Indian Fiscal Commission reported in 1922, and the basic 
fiscal policy was laid down in 1923 in accordance with a resolution passed by the 
Indian Legislative Assembly in that year. 

Not all these changes, however, may be credited to the policy of ‘Discriminating 
Protection’ to selected Indian industries, begun in 1923. The logic of many events, 
anrl the force of many circumstances beyond the control of the Indian Government 
of tliat period, liave resulted in these changes and developments, in which the half- 
hearted policy of Fiscal Protection, or Governmental assistance to industries, played 
but a niinor role. Industries selected for protection or assistance were selected, 
not so much with a view to their essential importance in nation building or intensive 
Industrialisation of the country, or their vital necessity in our National Economy, 
as in accordance with certain predetermined conditions of economic advantage 
and promise of self-sufficiency, in course of time. This did not always, or primarily 
consiflcr the real, long range needs of the country calculated to exploit and develop 
its resource.** and potentialities to the utmost degree as will bo seen from the history 
and vicissitiules of the Shipping and Shipbuilding Industries in this country. 

The most outstanding changes that have taken place since are political rather 
than economir-, though they vitally affect and condition the ecoriomic situation, 
ba«-kground an»l prospects. We consificr below some of the most important of 
these. 


(«) Tliere is an aspect of World War 11 which needs stressing so far as the Ship- 
ping Indust t v is concernetl. As is well known, during World War I. there were 
no ettoc-t!\ t ontrol.s on shipping, with tlie result that the indu.stry was able to amass 
large reserve.s wiiieh later proved useful for replacement of ships. These condi- 
tions eiiangcd with Worltl War II. With a knowledge of what had happened pre- 
viously atid vith a feeling that against joint enemies an all-out effort was required 
irrespective of its effect on post-war economy of the allied countries, the rates for 
retpiisitioned tmtnage were kept so low by the allied Governments that not merely 
di'l th(^ sliipowtuTs have no adequate reserves for replacement, but they have 
not been able to have a post-war position at all comparable to that of the end of the 
World War J 

{/.) Though not directly connected with our national economy, World War 
JI. while it lasted, made a very considerable change in this coimtry’s'economic posi- 
t i<.)n. .ind ha.s left its legacy behind in a variety of shapes which also materially affect 
tlie ( r.imtiy’s economy. The practical closing of India’s usual source of supplies 
for capital as well as consumer goods needed in Peace and War, and the increasing 
shortap ol shipping space fur such commodities as were available, compelled the 
then Gin ernment of India, negatively, to adopt a series of measures for the control 
Hiid restriction of con.sumption, and positively, for the development of production 
within the eountry. Their aim was to meet the intensively expanding war needs 
and to supply nnrnuil peacetime requiremonts of the eountry after the War had 
ondeil. In the ca.se of those industries which were thus forced into intensive develop- 
ment to meet ^var requirements, but which had no reasonable prospect of withstanding 
world competition once the ar had ended. Government had promised assistance 
or protectum if those inrlustrios of wartime* creation or expansion had reasonable 
prospects ol eontimimg. With the aid of such protection or assistance against 
such post-war competition as might develop under normal conditions of oompltitive 
commerce, m^y of these industries have continued in existence. They have applied 
to the Tariff Board, appointed in 1945-46 and reconstituted in 1947 with amplified 
terms of reference, which has recommended several industries for special assistance 
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protection. The reaction of that policy, even though it was an ad hoc or short 
'term system, cannot but affect the present situation and background very materially* 
Both the preceding factors and the effect of the policy of Fiscal Protection and assis- 
tance to industry, which had been pursued, however half-heartedly, in the 25 yeare 
•preceding the Partition, resulted in the development of certain industries, which 
^thout such portection, would not have developed at all, or not developed to the 

optimum degree. 

(cl The Partition of the country has also affected radically the economic back- 
ground, the conditions in respect of production of primary ^ well as .secondary 
commodities, its distribution within the country, and our trade both at home and 


overseas. 

The Partition has. in the first place, resulted in removuig from the authority 
And jurisdiction of tfie Government of undivided India largo tracts of ^^rritory 
■which used to be productive of raw materials and foodstuffs, much in excess of the 
XhemLts of tL population of those areas In 

therefore, the Dominion of India has become <lepondent for a sizable share of its 
own requirements, upon imports from abroad. In the alternative, she is obliged 
to reduce her own consumption, or exports of such foodstuffs or raw inatenals which 
we formerly in excess compared to lier own con-suming or rnanufacturing 

rrgures are appended [See Appendix VI (a) and (b)] to show 

affected the industrial and trade position of the country, ami of all tho^e which 
mTnSto to the general economic- ,leveIopment of the country, such, for .nstanco aa 

the Transport Service. 

Fiiml CommUFion Kn>ort of 1922 irilh regard to Shipping 

The Fiscal CoininUsion of lil21-22 does not appear to have examined the ease 
of the India™ Shipping and Sl.iphuil<lin« Imlustries. The only pregnant reteronco 

l:il-^Lou-vriny of Coastal .Shipping 7?u/c5.-Somcwhat parallel to the 
Fara. J the complaints which we have received about 

complaints about . * ,.au.ses are different, but the results arc stated to be the 

coastal shipping ra ^ ■ hamiicapped in transmission in comparison 

same, namely. j Kates have been quote.l to us showing a great 

witli goocls fro.n tor g. ami foreign 

disparity „jore diaii neutraiise the natural protection which an 

-countries. Such iV/ its own eountrv bv reason of the distance of 

mdustry might exiiec ,,(■ rates in the Indian coastal 

foreign manutacturm _ ^.ritu-s be sumtne<i up in the one worhl. ' monopoly . 

trade can, .n.lnopolv can best be met hr the development of 

It 18 suggested i„ -orinection with the resolution moved by Sir 

an Indian mercantile .mu m_^ 

Sivaswami Ayyar in the L ^ necessitv of a thorough enquiry into the 

vern.uentofIr,diahaveaeee,..e.l.le^^^ 

measures needed l«u express our belief that a successful issue 

it is unnecessary / rnv..ui-ibl<- <*ffect on coastal freight rates and assist 

to this policy shouhl ha\e a las..ui.ii 

industrial development. . bv Sir 1*. S. Sivaswamy Aiyar, and endor- 

In response to the ..onoi t ihe Government of Imlia appointed in 1923 

sed by the F-al Commiss^ landmark in the history of Indian 

the Indian Mercantile ‘’V, ,.irvumstum-es leading up to its constitution, its 

Shipping after W-.r ' ' helow: 

torms of ,,,uan Mer.uUiie Marin. Caramitte. 

The Mercantile Marine CommiU^ appmnW^lO^^^^^.^^ 

to^idorTth^^ various obstacles h. the way of the development of 



226 




Indian enterprise in this field and also examined the several alternatives to gei 
over this difficulty e.g., buying out the rival interests completely. It made recom- 
mendations, summarised below, for solving the problem, including a suggestion 
for starting shipbuilding yards wdthin the country itself by State help, and buying 
in the raeantinie, the necessary ships, which would be owned and worked by In- 
dians. 

The Indian Mercantile Marine Committee 1923-24 was appointed to consider 
what measures could usefullv be taken : — 

(1) for tlie liberal recruitment of Indians as Deck or Executive Officers and 
Engineers in the Royal Indian Marine : 

(2) For the establishment of a Nautical College in Indian waters for the purpose 
of training Executive Officers and Engineers of ships ; 

(3) For ensuring tlie entertainment of Indian apprentices for training as such 
Officers aiul Engineers in the ships owTied by shipping firms that enjoy any subsidy 
or other benefits from Government on any account and for the creation of an ade- 
quate number of State scliolarsliips for providing instructions in the Nautical 
Colleges aiul Tiainiim Ships in England pending the formation of a Nautical College 
in India ; 

(4) For the encouragement of sliipbuUding an l of the gron-th of an Indian 
Mercantile Marine bv a svstoiii of bounties, subsidi'5 and such other meiisurc-s as 
have been aciopto*! in Japan ; 

(5) For the acquisition of training ships by gift from the Imperml Government 
or otherwise ; and 

(()) For the construction of tlie necessary dockyards and engineering workshops 
in one or more i)orts. 

Thev recommended; 

% 

I. Re.icrvr/tion of coasting trade, by a system of Licences issued on the following 
contlit ions: — 

(1) 'I'o tio fc»reign shij) except in so far jis protected by treaty rights. 

(2) To any ship living the British flag, provided that 

[a) It has been regularly engaged on the coasting trade during the preceding 
12 months and Is not more than 25 years old ; 

(h) The owner undertakes to take Indian apprentices and Indian executive 
Engineer Gfiiccirs, on prescribed scales ; 

(r) Th«^ license shall continue only until the ship has reached the age of 25^ 
years. 

(3) Any sliip hereafter .seeking to enter the coasting trade shall comply with 
tin- t')ilt>\ving eoiuUtions : 

(a) Tlie ownorshif) anf! controlling interests shall be predoininanth’’ Indian, 

viz.. 

(i) Ro.sgistered in India ; 

(ii) Owned au'l managed by an Indivklual Indian or by a Company regis- 
terted in India \\ith rupee Capital, with a majority of Indians on ite 
Directorate and a majority of its shares held b}’ Indians ; 

(lu) Some uiidertaking regarding Indian appientices and Offic-ers as in coUp 
dition (2/^) above. 

(4) The lieensing authority to have discretion to waive all or any of the con- 
ditions during period ofstrassand to issue permits to any ship flying the British- 
flag. 

(5) Tho licen.sing authority to have power to take such steps with the approval 
of the Government of India, as may he considered advisable to deal wdth tieferred 
rebates, rate wars, or any other conditions which act unduly sis a restraint on trade. 
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H. Purchase by Government of one oj the existing British Lines operating on the 
coast, and eventual transfer by sale to approved Indian owners. 

It is anticipated that purchase will he facilitated by the re.‘strictionf:! iinjioscd 
on the coasting trade by the licensing system. 

III. Bounties a,nd other h)rins of Strte ai<l are not now recommended. But 
bounties may be considered subsequently for purely Irdian .shipping con)i anies 
engaged in overseas trades. 

IV. Mail Subsidies : As a geiu ral princij-le, tlie mo.st econonnct 1 tender, l.a\’ing 
regard to regularity and sj<eed, sl,ould be accepted. But if the liceiuirg .‘^_\.'-1< m 
is not adopted, mail contracts in wliiclc the wliole sub.'^idy is pi id by India should 
include a stipulation to take Indii.n apprenticc.s on tlxe scale recommended b.r llie 

licensing system 

or Indian owned and Indian matuiged .slup.-; should be aBsh-^tc'd b_\ 

(1) bounties ; 

(2) mail contracts ; 

(3) carriage of Governineiit .-stores wiiether in the eua.sting oi in <.\erseas 

trade. 

Government action on these recommendations 

These recommeiwlations, liowevel, reineiiud in tlie pigeon-holes oi tlu- Secre- 
tariat. No action was taken on any of them, except on that 

establishment for deck Officers a.nl Lng.ne room staff. Mp! 

“ Dufferiu” was assigned and re.-onditioned lor this pnrpo.-e. Tin pr.,ctl .1 i - 
perience however wlueh personnel thus tr. ined would retimre belore heeonimg 
Ml-fledged Officers eoulil only he got on the Bnlish-own.-d ships pil ing on the 
Indian coasts. But this the BritisI, .sihpowners ivliised to afford. 

The same attitude was adopte.l in respe. t 

:^ic:;;erhut';^^o waS'i;;'';- 

tt ^ik;:err :.:^^^epi ■!: oJ^ 

lified Indian-s. •,: .i 

_ Tlie suggestions that Indian [ilji^ernirpriie to'Iake 

.i.e :n;;;::,:!;;in-inii‘:h;d^d 

conditions wirieh would have nv^; ;:;:;:.ving miy 

^:nof the'^Jr:::::;!'™!; i.'' :.wned vessel, whether on .Ue coasts of the 

country or on the high .seas. lay in the ahsenee of 

Not the least of the haiidK..|'-'' as d« ck officers and commercial, 

aufficierit trained tochracid ;,i,vless eabiu and oth. r te.lmical ser- 

agents, as also for the enjzine nioin. • ‘ tliev had not tlie staif to 

vices. Even if they built, boii^'b . * ^ rei-oiiunended that a training 

work them. The Mercantile , ..,,.,,.,1 ;u once to overcome thi.s handicap, 

school for Deck and Engin<-rooni Ma of the Training ship 

The first fruit ol tins recomm< nd.it k - ^ <.;i(U*ts hir taking their 

“ Dufferin” to tram a suitable nuni . i^aiu has no luck of sea-faring 

place as Officers in the Countrv .•> m !'• . . relatively small wind-driven 

population, accustomed from line- linni Oc-an and venture even fartlier 

vessels, to trade across the Aramcn > > ■ ...Mitimied in increasing numbers to 

afield in. the Pacific. But while Indi * i ' ‘ ‘ imsiuess along the coasts and 

man the British-owned larger ship.s, with technical knowledge 

across the seas as lascarsjtho officer eJa>-‘' '• out of existence, owing to 

and responsibility in navigation, vva-. ci * - j (government of India and 

the roplacomont of sail by steam and tn • 
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British shipping companies to the interests of the Indian sea>faruig classes ; and 
his place was taken by the corresponding British personnel on British vessels. Unless 
the superior personnel for running and navigating ships^ safely, economically and 
efficiently, were available from the children of the soil, the mere owning of a fleet, 
however large, would not suffice to meet the country’s needs in connection with a 
natioa.'^.l mercantile marine. 

The cadet ship *' Duflferin’’ soon proved popular ; but the men turned out by the 
specialised institution as and when they came out, had to be employed ; the only 
considerable source of such employment was in the British-o^*ncd vessels ; and those 
owners refused to consider Indian qualified candidates for their serWee. It was 
a legitimate demand that tliose who took such a large share in th© country’s coastal 
and overseas carrying trade, its mails, stores and troops carriage on Govern- 
ment account should give preference to trained and qualified Indian personnel 
on tlieir sliips ns they became available. Nevertheless they refused to co-operate 
and persisted in doing .so. Tlio Indian enterprise welcomed such Indian talent 
newly trained.. l)ut its capacity to offer employment was limited, though the terms 
on which it was offered were by no means uncomparablc. 


This serious han.dieap, however, has not j'et been fully obviated, even after the 
cstablisJimen.t of the Training ship for deck officers. A school for Marine Engin- 
oering'IiHs also made its appearance. Facilities were also attempted to be secured 
for Indi.'in aspirants for a more spcciali.sed training in tlio more advanced sliipbuilding 
countrio.s (hiring tlie last war ; but not witli any strikiivg success. 

A beginning has at last been made for a large-scale shipbuilding industry of the 
inodorn type within the country itself. The Indian concern mentioned above, 
when it started bu.siness had ships built in Britian for the various lines it entered, 
including the pilgrim service to Hedjaz. Tlic moment, however, it entered any 

of a 
could not 


mnv trade, it was faced with the mo.st determined competition, and the tlireat 
Kate ^\a^. It bought more ships, and cliartered otliers. But still it could 


co|)e with all lh<? trade that came to it in sj>ite of British obstruction. They had, 
therefore, to insist, time and again, upon an adenuji 


upon an adequate modern shipbuilding industry 


within tlie country. Despite, however, the serious emergency of the War, the 
Go\ fTniu<*nt of tlie day failed to realise the gravity of the situation- The demand 
for teelinleally trained jicrsonnel for war-time service, ashore and afloat, led to 
further d'‘pleti(»n of the Indian reserve of such officers. The scarcity in trained 
persoiui'-l. therefore, remains unrelieved, and the growth of the Indian enterprise 
in tlie shipping woihl inevitably impeded because of this handicap. 


Sht/tjiinij -SVrr/ce.'j urifl Development during Intencar Period, of (o) AgriculUire and 

(d) Industries. 

Shipping as an industry and service i.s closely allied to tlie production, both 
.igricultur.il and indu.strial. of the nation. Unle.ss tliere is production extra to 
rc'juiremfnts or tliiTC Is lack of production thcTc can be no transport. If there 
b«‘ only self-suffiei.'ney and self-sufiicieiiey be the goal of a nation, that nation 
WHuld not 1)0 able to enter the international trade, and in the circumstances there 
wmld be n.o noee.ssity for shii)ping services either coastal or international. 

Before ])roeeeding furthi'r it would, therefore, he in the nature ot things to ex- 
amine the agricultural and industrial production of the Union of India 


{a) Agriculture : 


So far as agriculture is eoueerned, the loss to the Indian Union of considerable 
agricultural areas by the j)artition of the country has necessarily affected the vo- 
lume of agricultural production in all the principal commodities both of food supplies 
and raw materials in the country. 



• :^dia has always had a formidable volume of exports aud imports aud the history of 
the trade is summarised in the two tables, vide Appendices I &II. 
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The figures in Appendices HI & IV indicate the loss of the area, and conse- 
quent decline in the production, which speak for themselves. 

Another factor which may also be noticed as ^<^«“f^^,XT'\XKes‘the 

at the present time is shown by the set of almost evmv instant 

yield per acre of the principal agricultural commodities. In almo.st evt y 

except perhaps sugar and jute, the yield has deelined. 

The figures arc. it is true, not the latest that may be available, but they are 
gufaciently eloquent as regards the general trend. 

TIus is independent of tlie Partition, thtn worsening *^of the 

of power ought to have led to some imi)ro\eiTU . ‘ .Lud autlioritative 

^^tion, especially in view ^iT W t^-der the 

sources on account of the • ; , ' increase in lier Agncul- 

^nd tn aui .iL any pereeptih.e improvement 

because of the war demaml, or even after the W ai . 

The projects now in h^iiulof large-scale 

rivers and, with the aid of tle-.r ^"PPlv of water, which 

ment, arc calculated to guarantee ^ V' \®i(.ulture ‘it would also lielp 

is no; one of the most 

to reclaim \vaste land and | yield frrun lam Mitensive 

This will add more than proportion^ Pro.luetion can also he increased '>>' 

and laige-scale cultivation lyo a long wav to make up the deficit 

aids as artificial fertili/aTs A I partition of the eoimtry and loss ol the 

that has been forced upon Imlic h> tlu 

area. of these large-seale 

It mu.st be added, ^ will take year.s to eom|.lete 

River Traiiiiug and Irrigation , i,,,,,,,U.ti..n the detieit now notieed 

in any case not less tluui a . volume of agricultural pmduetiou m the 

may not continue adversely g<.es on growing steadily at the rate 

country. But if. at liie s.une tune. P'M'^/. vonsequenee of improving an I 

noticed in tlie last two or the land hy means of trade- ho h 


economy. , ..ulicallv a eomprelumsive poliey, 

If the situation is, tberefore. „H-ntioned above and others 

not only of agricultural tlie preservation ol tlie * 

of an analogous nature sl.oiild be "1 \ and etfieie.it "■■^ 7 ;- 

its inereasing produetivity ’j; ' . J. p.,., to, .so as to niake tlie aboiir and ^ 

of agricultural industry should ' . „„i, u.an is the case toda> . 1 ' ' ' " 

engaged therein much nmn* l.-roduct ' , oduee is not <-nough ; we must ha^c its 
inltJ in the volume or variety of tlu Pj;! ^ stably in the iiiereas ul 

proper distribution so that al ,l ,!y providing adequately J'.''' 

production. And thi-s can only he -u In . J i „,.rviees, and aim uities. 

w1 


Drouer , , ...i.i. vrd hV pi'*' *'i**‘f- » • , 

production. And thi-s can only ^ i^vidental serviees, and aim mties 

COUHly all the necessary ' 

like Transport. Finance or Mark k 


• t . ...wiif.dlv changed in the last tew 
The trade in agricultund eoinmoditie.s has . ; ^ ^ven raw materials 


The traae m agneu-.o.- -;''''““'^‘;;;;,,.‘;'oncsKl«tufrB, and even raw materials 
years India has become a very large .^1 was accustomed to do at 
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As regards foodgrains the failure of the Government to utilise the import of 
same, wliich amoimted to as much as 27 lakhs of tons in the year 1948, to develop 
mUional sld{)j)iiig, cannot be deiucd, as a part of it at least would have provided 
adequate ctirgo for vessels runt.ing both ways. A cargo vessel of 8,000 tons doing 
three round vu^'ages from America to India will ci.rry about 26,000 tons in a 
year. For the gr.an trade alone of these dimensions, 100 vessels — abcut 8,00,000 
toix may be needed. 


Of course, to muintaiii a line, retui*n cargo would te necessary. But at least 
a certain number of nalioniil siiips could have been introdcced in the trades conct rued, 
as has since been done in the carriage of Australian grain and Amencan locomotives^ 
E\ en now during the }x-i'i(.»d ahead, arrangements could be made regarding such 
co-ordinatu)n. Hence, in this eoiuxeclion tlie question of an Indian Shipping Service 
between India and the South American countries should be considered. 


{b} I7id2islries : 


So f^r as Industries are concerned, witli llie changes in tlie background already 
mentioned, tlie jmee of imlustrial progress has necessarily slowed down. Ihe 
war gave a fillip by the atlventitious protection to local industry because of the 
cutting off of foreign conipietition. whicli, however, did not last long after the war 
and it.s temporary stimulus ha<l ended. Tlie rlcniand for capital or consumer goods, 
■which had perforce to be kept down while the war lasted, still remains in the back- 
ground ;and would otherwise maintain Indian Industries at a fairl 3 ' high level if other 
factors had nf)t entered to prevent this consummation. 

There arc several new impediments whieli obstruct our industrial growth today,. 
Lack of raw materials profluced at home in sufficient quantitj' and quality and 
tlu^ difficulty of obtaining them from foreign sources of such supplies, thanks to the 
prc\ ailing Exchange shortage, make the continued progress and expansion of India’s 
influ.strv very slow. The shortage, moreover, of foodstuffs, and the hardship that the 
working jaqiulation has to bear in consequence, equally' affects in the same direction, 
the j)rogrps.s and <le\flopment of indigenous intUistrj*. The resort to black-market- 
ing for jjroeurement of necessarj' supplies by tlie working population cannot but 
reait upi>n their working caiiacitj*, their time and energj* ; and those inevitably 
tell uj)on their output. 


'J'he <leeline c»r de{»reeiati<»n of the mechanical equipment due to the lack of 
ade(|uute repair, replacement or renovation during war time of plant, machinery 
an«l accessories, anrl the diflicultj' of procuring new machinery', tools or equipment 
oving to rea.soiis rioted above, also prejudice in a substantial degree the output 
from industry and the rate of its development. 


The reduction in the market due to the Partition of the country and the loss 
ol lilt- Pakistan market for India's industrial <mtput, also operate in tlie same 
<lirection. 'Flie measurement of such factors in concrete terras is difficult ; but 
Iheir firesence and operation I'annot be denied. 


■So far as can lie judged at present, these trends are nut merely* passing factors. 
TIh'v are likely to affeet our industrial expansion and development for such time 
as India makes up. from !>er own resources, tlie required quantum and quality 
of raM' materials. an«l is at the same time able, from a progressive expansion, to 
meet her own local demand. 


In the latter cast*, it is possible* to obtain overseas markets, not cinly in our 
immediate neighbouring countries, like Burma, Cejdou or Pakistan which are com- 
paratiyely backward in modem industry, but also furtlier afield in the East and 
in the West, in Indonesia and Arabia, as well as in Thailand and Africa. The need 
for a mercantile marine to develop such markets cannot be overstressed. In these 
countries, for j’ears to come the industrial output maj* be comparatively insufficien'l 
or local needs ; and so India’s output maj’ find profitable market in these regions. 
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But this development would necessarily take time, as also the 
of suitable and sufficient raw material supply at home. The 

expansion, therefore, upto the point of making up this time l^g, must ^nd 

and the pi^ocess of making our industries return to their normal le^el of output ana 

•efficiency must be likewise slow. 

The need for re-organisation and re-orientation of trade is all * 1 ''; 

2r=;%he"r;v“ 

fatTa! :LrmTrand'S™o^th; sTrcIs Uid in these pages on that development. 

With regard to the development of our "XntraV'rL^'^mater^ar to 

on the possibility of our working up Not only may we not be able 

jmpply our own market particular, but we must also face 

economically to achieve this objectn .anTiJnre and mutual obligations which 

the fact of growing n^odern international dependence ^ 

would be incompatible ‘Neatest possible degree of economic 

country as ours. The e^ach country should keep its prog- 

co-operation between nations dem limits, and without being incom- 

gramme of ' ,„»oiners Scientific luivancement, new discover- 

patiblc with its neighbours and ^ . , nil .,tw1 tr-ulitional enterprise in particular 

L and new inv-tions rencler mhern^ .uLtituting for old 

fields obsolete. New processes nev 

methods and devices often render once \ er> i production, namely, agriculture, 

unremunerative. Even the primary produced 

is nowadays exposed more real caoutchouc, oil from coal, beet sugar 

by scientific means. Synthetic r would take the place of jute, arc actual 

rayon silk, and ^^en s.imo new ^ „,,re intercle- 

or potential examples. . jpdustrv becomes the raw material 

pendent, so that the hn.shed product of .ip ision of labour which makes 

of another. These rd pl.rt.s of one world economy. The latest 

the several countries of the world m g - I of Travancore. wTieh. 

■example of this kind may . original condition as raw material for being 

until now, used to be exported ^}w,^vever. ^\ith American industrialists, 

worked up abroad. By a ^oTOcessed li< re and exported for final utilisation 

There are two standards its available 

for own market as ^■ >-'•7' ' .;:„'.X,e.i. however, that any sueh 

such materials. It '"'7 ij,,;, „i,)i the growth of Industry ami 

demand is progre.ssn el\ - I- ,.,i„„ot. therefore, be taken 

better diffusion ol P''’" ” ' ,,0, can supply through industry 

to be rigid and fixed loi < (k-vcloped always remain static, 

systematically protec ec foiislrucd, even if adopted, as the 

this objective f 1 Vit ion .1 Fiscal IN.bcV and be taken to be 

guiding principle «>t tia- 

clastic in a certain demce. • i 4. 

f i r.f liev niav be tie development of industry 
■(«) Alternativoly. the ^ ; }, entire’ local demand is satisfied by the 

at least to the pomt where progressive expansion, 

homo production, making 
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and increasing purcliasing power of the consumer. This sounds 
more reasonable goal j but even here, there is room for elasticity in. 
interpretation. 

It must not be forgotten, however, that besides these two objectives, there 
the consideration of providing sufficient volume of trade, both import and €5xp(^. 
or cargo so as to maintain a reasonable volume and variety of shipping for the- 
country concerned. The imports and exports represent the deficits or surplus pro- 
duction of the country, which must lead to international trade, however insisterre 
the country’s policy may be in regard to self-sufficiency. It is such trade which 
would inevitably develop also the country’s shipping. {See App. VIII). 

Cottage industries suitable Jor export trade 

In dealing with the overseas trade of a country, we should not confine ourselves 
rncrclv to big industries. Those small-scale or cottage industries which specialize 
in artistic production or skilled craftsman-ship and which may be more or less uni- 
que in this country would also be best suited for providing an export surplus. Thus 
carpet making and all analogous articles, carved work in wood and ivory of all kind, 
sha^^ls an<i embroideries, even now command a good market in foreign countries. 
The producer needs to be organised properly and his work needs to be standardised 
so as to admit of clear cataloguing, definite quotations, and regular supply of re- 
quired tjuality. Tlic artist Is in all countries, and has been all tluough the ages, 
not a businessman ; anfl so, if in this commercial age. this great handicap or defi- 
<dcnev is to be effectively remcdicHl, the State would have to come to the assistunco 
of .such producers to onal»le tlieir creations to find a profitable market, if not at home, 
at least abroad in those countries which have learnt to value such products. 


Plac'-' of Cottage Industries in the foreign ir-i^e 

The small-scab^ industry would, on the basis given above, be primarily used to 
supply the balance of domestic needs not supplied by large-scale imliistry. Only in 
th (5 case of some spcc-ial artistic production or craftsmanship, which niiikcb the pioducfc 
somewhat unitpie would it commaml any portion of the export market. In the 
latter case*, tnidc nirreements may secure, whore pos.sible. prclerential treatment 
for such products being, in a manner of speaking, non-competitive and a speciality 
of this country. The .small-.scale producer is cx hypo!h-.<i poor in capital and credit 
rcsoiirces ; is weak arul unorganised in as much as he is an individual wi.wker, 
scattered all over tlu^ land, and working without any expert aid to study market 
possibilities, make pn*per adverti.somcnt of his wares, and maintain standard quality 
to im-ft the various needs of the several markets he caters for. He may have hero- 
<litar\ or a.-ejuired skill an<l craftsmansliip of a vi ry hiith order. But in the comm- 
ercial act- in uliich we are living, imle.s.s he can advertise his wares properly; maintain 
calaloLUj'^s and l ontacts with both dome.stie and foreign consumers he would not be 
in a position effectively to hold his own acainsl the large-scale producer. It is, 
tlu'ndbni. nec'-ssary that some kind of prefenmtia! treatment be given to him by 
(arvenunent so that he may be able to maintain Iris ground, and carry on his craft 
on a little fietter than starvation wagc.<. 


Special stej)S may be needed to safeguard such special eraftmausliip or artistiv 
creatkms. Profentucc? may be shown to such indu.stry by way of securing adequate 
and suitable raw material, either within the country or olrtaining it from outside 
to enable the Ijighest cpiality of such wan* b<*lng j)ro<luced. Financial assistance 
or credit facilities given to them shouhl not be treated as in any way coming in 
the way of fri*cdoin of trade, if that be the objective of any such trade tre^atke. 


Within tho countrv. the products of tlu'se indtistries are likely to find their 
greatest demand. At the present time, tliev in«‘et only the gap in local produc- 
tion. This deficiency may continue, for some, years before large-scale industry 
is able to meet the entire local demand even in the most advanced industries. But 
apart from this, some of these industries may deserve to be jiriJtected and main- 
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tained for their own sake for the craftsmanship and beauty of their products, which , 
cannot be appreciated or survive in a regime of absolute free competition. Almost 
every protective duty has taken the shape of import duty, generally on the fijiished 
goods, but sometimes also on the raw material, such as cotton. The former is 
automatically protective and the later guarantees a source of supply of tlie quality 
required by the smaller producer. A worker, particularly excelling in quality of 
product, must have material of the quality and in the quantity ho is accustomed to 
work with if he is to do justice to himself and to his customer. Even then he has his 
own handicaps and difficulties with regard to competitions from the larger prorhicer, 
both at home and abroad. But he may be enabled to stand tiiat competition if 
State assistance is provided to him in some such form including a guarante.ed denuind 
for his output. For this purpose it is of the utmost importance that the cottage 
industry should be properly organised districtwise or province-wise. Tliat «ould 
help to encourage specialisation, standardisation and maintenance of quality 
which would counterbalance the other di.sadvantages of the cottage worker. 


If a poHcy is adopted deliberately to keep aliv e, encourage and support small 
industry, in cases where there are also comj)eting large industries, protection to 
all of them by way of import duties would perhaps not suffice to secure them reason- 
able living conditions. Other measures like a proper supply of the necessary raw 
material, better organisation and <Tedit facilities, an<l appropriate marketiiig arran- 
gements would be needed. Thc^^e are matters of domestic arrangement, m which 
foreign trade treaties would not bo materially affectcrl. Beside.s, there are cer ain 
cottage industries like carpet making etc. which can be producec in abundant 
quantities for export trade, and a favourable freight rate can do much to encourage 

their development. 


Conntnj ('raft 

Analogous to the place of cottage industries 
of country craft in the sphere of sea transport. T u.s oim o . , c-nmut 

for relieving the pressure on stcarnshijis and also to serve man> uhuh (.ninot 

lor reiievuig Uic pic»»u of afrricu tura proihicc between smaller 

be reached by steamers. Ihe transpoit oi .uieuinu.* | 

ports is mostly done by moans of countrN cialt. 

In the case tir^hc sillaS!r^ 

to maVufactirmTiiHlustri<.s as a whole. Ail the y 

are to be found in the steam or motor ve>M-l. it ls 

^th rapid operation and employing a ,.n..rd c.-onomies 

long distance.^, carrie.s cargo m bulk. - ^ (>„ ,1,,- other hand, the 

comparable to the ..'..haps, or KKl tons, 

sailing vessel is usually small m m/.c. ha -■ ^ ,.,I|ativelv ehea|. eum- 

gcnerally plies along the cc.ast, ‘ ' ‘ ; , ^^orked hv tlie labour of 

modities, is motived by the natural b..<e c.f ,,i f,,, 

one or two families sfKH-ialLsmg m se.i-fa u ^ ^ problems 

equipment and operation is also j 1 , rn.inal facilities, lal.our needs, etc. 

of maintenance.s and those arising out ^.^,,taL'e in.lustrv. In time.s 

are all of the same genus a.s those in tonii ■ a.s the cottage industry, 

of emergency like a World War, It has givtt impossible' to be pi-odueed 

to supplement production of sue b of tlie atisenee .,f tbc 

within the country in the quanliU „wieliinerv and analogous 

necessary capital equipment, renewal ot | • j , technical skill and otlicr 

factors, or because of the sheer absence ol lau man r , 

such i>re-requisites. 

n.w, ve^s. 1 heln.s even belter tlian the eottage 

Under such circumstance's the sailing \ • -,.r,.atitile inarim*. an<l continuing 

industry in supplementing the eounlrv s n ' jiiul in the quan- 

the carrying trade of the country ’ eqiiilibrium’that would otheiwi e 

titles required. This helps to maintain the e«i 
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be wholly shattered. The Report of the SaUing Vessels Committee, appointed 
by the Government of India in 1948-49, takes the same view. 

It \\iU accordingly be necessary to maintain this supplement or adjunct to 
the power-driven mercantile fleet, both for normal peace-time and for war-time 
•needs. B 


Slatement showing Tonnage of cargo of all descriptions exported by Sailing Vessels 
{Country Craft) during the following years thorugh the following ports. 
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Stittemm! shotcing Tonnage of cargo of all descriptions imported by Sailhig 
{Country Craft) during the following years through the following ports. 
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Di_fficultie3 of Indian enterprise in xcclUr transport 

Having examined the growth of both large and small-scale industries from the 
angle of export market during the last few years, let us consider the economics of 
the most suitable form of transport to carry this trade. 

The meat economy of water transports, in large vessels, with bulk carriage of 
goods over long distances, has already been explained and emphasised above 
lad so need not be repeated at this stage. Its contribution to the development 
and expansion of local industry, agriculture and other forms of 
serviced the cause of international co-operation, and increased employment require 
no demonstration. Nor need wo repeat what has already been stated-the 
volume of wealth of this country, aggregating over Rs 60 crores 
beine everv vear invisibly drained away because the bulk of her own overacas trade 
£ S InCon-TaTiaa^bottoms. This wealtl> retained 
provide not only employment for large 

fleet was built up and maintained by the ““['‘P,‘‘self but also aid at 
time very effectively indigenous industry which today is badly needed. 

At thft time however that the consciousness of this need of the country s 

tomerl whether within the Empire pl^ag on the 

of the country. 

With the outbreak of World IVar I, the British ^^Bdtish 

thanks to the German submarine, the neet < overseas, which may be 

■shipping doing business ^rXiatc co-oper*ation and dutiful alliance 

•owned and worked by Indians, in su j shioping due to German sub- 

with the British. The heavy casualties m tor supplies 

marine warfare depleted British means to transport them, grew more 

being sent to or received from In^a, an farther East were also endaii- 

irio .eiised this 


scale venture was begun in the the coastal trade of the country, 

Ltd. This venture was found to take ofa single steamer 

and thereafter in the ovcrsei^ trade. I ^.i,_ „,.,r md which was intended to be 

which had served as a hospital ship t nrin„ Rnmbav and London. It was soon 
reconditioned for passenger service ,!;mmend itself to the 

discovered, however, that the * .1 ; j, then Government of India 

vested British interests; that the ^ whole arsenal of coin- 

were wholly with the British; that ‘ ^ and out <>f e.vistonce any foolhardy 

petition devices, which could any or all of these devices to retain 

competitor ; that they would J* . they did or refrained from doing, they wou d 
their monopoly ; and that in all that y , ^ British Government as well, 

have the support of the Government of India an. ol 1 

The newcomers in the field shipping busin&ss. Thov had no 

knowledge nor experience of running 
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custom or connection, which had all to be built up in the face of ruthless, relentless 
opposition and active hostility frcm'vested interests. They had no. vessels of their 
own ; and if they meant to run a shipping service, they must build or charter the 
necessary tonnage. The country laclted a shipbuilding yard, or even a' decent 
ship-repair shop. There were no marine engineers, no wireless operators, no trained- 
navigators or experienced officers. AU these resulted in their finding that the re- 
conditioning of the ship they had purchased cost them ten times the time they 
had been advised it would take, and twelve or fifteen times the money they were 
told would be required. Whether this was intentional or accidental, it all showed 
the odds against which they had to v ork. Their onl}' assets were : an unshakable- 
faith in the justice of their cause, a growing popular ccnscicusresB of the lacuna in 
the national econcmj% and the knowledge that the country woe with them in the- 
resolve to wrest the foreigner’s monopoly in the Indian seas. 


Recent experience of Indian steamship concerns 

The promoters soon learnt that a single ship could not suffice to take any share- 
worth the name in tlic country’s carrj'ing trade — gccds or passengers. Nor would^ 
it be economic to ojicratc at all. The Company, therefore, decided to purchase 
a fleet of its own from the surplus tonnage available in Europe and in course of time,, 
take stejjs to build up a mcdcni, efficient, shipbuilding industrj’ witbin the country 
^scll. Tlie fleet was accordingly bc-ught, and Indian-owned steamers berthed in 
Eangoon. But the moment it began oj)erntions, it discovered innumerable hnndi- 
ca]'»s, iinpcdinients and oh.struetion. born ot the jealousy of British monoToli&tic,. 
vested interests in this country. 

Tlie mono])oly had been luiild up and reinforced, among other devices by a 
very cflectire s3sttni of the* so-eallcd Pe femd Rebate. Ender this arrangement 
a eustonicr w lif) had taken (lie .'•ervice of the existing shipowiier phnng on the Indian 
coast.*^^ — w inc h tlu d iiu hide d the Bunnese coastline right up to the' Malayan territory 
— w as bound to ke ep, us a di-po.sit. w ith the shipowner, n part of the f/eight monev 
wJiuli in normal eoui.'-e would he refunded il he cc»ntinucd to give his consignments 
to tlic- same .^lii|.(,wner in tlu- next following season. But this would be forfeited 
11 lie broke tlic arrange nienl and toc-k hi.s custom elsewhere. This was a heavv 
penally fe r any large shq.per to pay for -<^atisfying his nationalist sentiment. ^ 

The Jndian men liant.-. who shipped their goods by the vessels of the foreiem 
comerns, were, hew ev.-r, nn reasim.-ly anfn'atecl by a dt‘she to .support the national 
entcTprise, net only because in ihc Jong run they stood to benefit themselves by the 
grow th of that entcipriM*. but they abo realised that it provided the one guarantee 
of national MM unty ns and when thb ideal of political independence was^ttained 
Ihf fight then going .,n an ineu-a.singly intensive scale in the political field waa 

Tho pavo I,ai„lic,.p. rli«a,ility. <„■ ■,vcnkn,.i.s in Indin’i; national econemv dn«. 

^l-,ra.:;;;,rxn.:r;:;r^^ 

Ihe pn seiK-e and oppoMlion ol the non -1 ridiun veste d interi^^i ^ i 

by all kind, of na a, ’ f„. o. li.nl. a pra, . I™/;:;:::!'! " n 

country, ).■.<! <i ... c. ,u| over^K a-, end nl.; t ’• ‘ Imde of this 

— ,v n..,o. «'opt 

enterjm-- the n n .iT^nciiiid on tie v,-en^ > i' rival Indian 

gciums ent.-qr;- n.-hadiv to eed ,^nd devekn It 

requirements of iJie .ciinli^-; ln.:,l iModiMlion nr„i /v.-lV r^fpoition to the 
well as coastal and ‘^^'liuncdities as 


As m the e;jv/ nf t;.' o< | er rr.o.hrn. m. •hunt -c'd l-.rrxf, . 

type slnppir.g was a new. untamibnr. infant inrhisti-v w hi* i S' medem- 

of sueh venture in India und-r the British re-inie' Added J liondicaps 

• n to tills mitiid handicap. 


was the ruthless competition and relentless opposition of the most powerful and 
well backed British shipping interests, represented by the British India and the 
Peninsular and Oriental Steam Navigation Ck)mpanies. The former functioned 
mainly in India’s coastal trade, while the latter in conjunction with other non- 
Indian Companies practically monopolised the overseas business of carrying both 
goods and passengers. 

The moment, however, an Indian-owned and Indian-managed enterprise of 
comparable scale and competing ability made its debut, the foreign monopolist 
took alarm, and adopted every means to drive the former out of business. To 
give an example of the kind of emn petit ion non-Indian enterprise indulged in against 
the indigenous “infont” coming to compete. The prevailing freight in the Rangoon- 
Bombay rice trade was Rs. 18 per ton. The moment, however, the Indian concern 
had berthed its first vessel in Rangoon, tlie non-Indian concern reduced the freight 
to Rs. 12 and went on reducing progrt . ^ ivcly till in a few months it touched Rs. G 
per ton, tlius involving the new Indian oneern in unbearable initial losses. 

Such a loss on a wholly new concern could not but drive it to despair. IN ith 
a view to crush out of existence the nascent Indian venture, and with tliC help of 
all its huge reserves of 50 years' monopoly profits, as well as largo trade connections 
even beyond the shores of Imlia. the j)rofits ol which could be diverted to offset tho 
Indian business losses for a while, the non- Indian enterpri.<e ofiVred a fierce compe- 
tition so that a new lease could thereby be given to its juonopoly lor another genera- 
tion The Indian venture had to btiild uj) it.s licet, its techmeal experiou-e and 
l)usines.s connections in all of wlii< h the foreign ontcri>rise was nvh bcyoiul c< mpare. 
Its onlv a.s.sets were the courage and <letermination of its jwomoters annd clireetors; 
tlie oatriolic fervour of its customers and compatriots: and the zeal an<l effieieiuy 
of its omeers an.l manager.^. Ti.esc were great but intangible assets. And yet. 
if the Indian concern could not all at once make good its f<u>ting against mk Ii heavy 
(Mid-- if it eouhl not avoid los.ses ; if it <lid not secure its legitimate du^ it gave, 
from' the start, a goofl run for its money to its oppoiu-nt and eventually ioreed it 
to siiare tho business, even it could not wholly capture it. 

When they did not sueeced entirely in wiping ofi' the Indian eoneern. ihcso 
non-ln-lian shipowners olfere.l to buy the Indian eo.u-crn wholesale, and so retain 
Z r own mnnZly to themselves. Kven tha eflort 

1 lo,ul to tl.o .-xtinrtion of tl.e Indian cnn.iK-tmon, not l.o.auso tho f, ova, n- 

f f tfie country came to its aid, but because ot the vision and patrioti.-m ot 
li'o tn. ian authoL of the enterprise, its Directons and Vropri, tors. ’Ihej resolved 
t n d<e all sacrifices, hear all losses, face all ohstrnetum, n, "ider to hn,l, np an 
inteen'T item in the eonnfry's economy, an.l ensure an .n.iisp.-nsahle help n. th, very 

existeiH'C of the Nation. . 

\s the Government of the country <li.l not piv,- any .■.nmtena,,. ,• to If.' in.h- 
emerrrrise hut instead oflered every eneomayemenl. proleelion rr .sale- 
geno. s t„ ti,o foreigners in the Indian seas, tlie latter were natu- 

' ri? e.md a .1 ena^^^^^ corner and hohl a very huge slice of the carrying 
,„||y They curried almost all the mails an.l 1 1 .,..) s. as w.ll ns 

pull ‘l.v..n<s! ..ffieial's and ;iignitaries. whenever the latt, r ha.l ...eas,. n U, travel 

They eouhl jn Indian ^^ate.>. K.r eael. of the latter 

,u-se Shipping 1 vily subshiised. and wideh lionnl>-h<l. or otherwise 

was .strongly ds .\gainsl these rivals the British Government did 

aide.l by I « own Zranv proieetion or assistance to the Indian ente,p...e. 0.^ 

luA or could ^ .vise, protection and (issistun.e to the lii-itish 

th.ic.urtrary, against ,,:ectaek of 1 eing 

ventures was l'*';^^Za.eiii.st l)avi<l. or as Mahatma Gandhi deseul.ed the .-trngri, . 

assisted 111 overy lorn ag. i St _ ^ ^ connived at the donbit.d pi. elues of 

lh"r.TneVatc'm.d similar „hjeeti.,n-ahle .levie..s to han, string In.lian e.d. r, rise. 
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The apathy,— not to call it by a harsher though jnster name,— of the tiiien Goy» 
emment of India towards this essential item in the national economy, 'tiiis basio 
industry of vital importance to the very existence of the country, despite declara- 
tions by the highest authority in the country, and despite repeated efforts at honour- 
able settlement by persuation and negotiation, made it impossible for the hardiest 
Indian enterprise to grow to its legitimate proportions. It could not render the 
service, and provide the element of safety in times of national emergency, which 
is expected of every national shipping service. It could not help in the building up 
of the country’s economic strength through a well developed and flourishing industry 
or increase its sense of national security, which must be the aim of every sound 
national Government. 

Figures are attached below to show the proportion of shipping which is owned, 
mann^^d and controlled by Indians at the end of World War I, and at the beginning 
of World War II, as well at the present time, t.e., four years after the end of World 
War II. In grim contrast is the sliipping position of other countries, both witl^ 
and outside the British Commonwealth, which shows how even the great calamity 
of a World War can be utilised by a Government, really intent upon stimulati^ 
native enterprise in all sectors of the national economy. While the U-S.A., which 
had comparatively small ocean-carrying tonnage at the end of World War I, loso 
to 1)0 the first shipowning and shipbuilding country of the world, Canada and 
Australia lo.so to tlu 12th and the 17th place in the shipowning countries of the 
world. As against these, India has increased Ixer tonnage by barely 177,000 tons 
al*ove th> 1939 level, occupying practically the last place among the 30 maritime 
nations of the world. 


Cfron^ (on/uige of steamers and motor ships oioned in the tcorld as at the end of June 
in the following years based on Lloyds' Register Book (in '000 ions) 



1919 

1939 

1948 


G.R.T. 

% 

G.R.T. 

% 

G.R.T. 

% 

Groat liritain an<l X. Iroland . 

16,345 

34 13 

17,891 

26-12 

18,025 

22 -46 

Inch'ii ...... 

4 % 

♦ « 

150 

00 -22 

315 

00-39 

Otlier I3r, horninion^, Culonlios etc. 

1,S63 

3-89 

2,961 

4-32 

3,376 

4-20 

U.S. — Sob • ♦ . . . 

9,773 

20-40 

8,910 

13 -01 

26,000 

33-60 

TJ#S. — Lukcti ..... 

\ 2.160 

4-61 

2,452 

3-58 

2,264 

2-82 

Doarnark ..... 

631 

1 -32 

1,175 

1 -72 

1,123 

1 -40 

Franoo , 

1,962 

4 10 

2,934 

4-28 

2,786 

3-46 

Gorman V 

^ • 

3,247 

6-78 

4,483 

6-54 

428 

0-53 

Greoro ...... 

291 ' 

0-61 

1,781 

1 

2-59 

1 

1,286 1 


Hn)]niKl* . . ^ 

1,57-t 

1 

3 -28 

2,969 

1 

! 4-33 

2,737 

3-41 

Italy 

1,238 

2 -59 

3.425 

5 00 

2,100 

2-62 

Japan 

2,325 

4 85 

5,630 

8-22 

1,024 

1 * 

1 

' 1 -28 

Norway . . , ^ 

1,597 

3-33 

4,834 

7 -06 

4,261 

6-31 

Spain . : 

709 ! 

1 48 

902 

1 -32 

1,147 

1-43 

Sweden ..... 

917 ! 

1 -91 

1,577 

2-30 

1,973 

2-46 

Other Countries .... 

3,265 

j 

6-82 1 

6,435 

0-39 

10,548 

13-14 

Total 

47.897 

100 -oo 

68,509 

100 -00 

80,292 

i 

% 

100 -00 
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Rate War in Coastal Skipping 

As against these rapid developments in the tonnage of the 
countries of the world the growth of Indian Shipping was being stunted. Ihe 
fortune of the new Indian enterprise was meeting with a serious and continuing 

obstruction in every direction from the vested interests of Bntish slupowners 

Wfhav e aUuded to a few already, but let ue view them here m a 
connected perspective. 

The rate war wliich began immediately the Indian-owned ships made their 

5V," sr?., 

except micalled capital_-to mce . workincr exnenses; and a part 


miwlc by thw owner of the principal rival enterprise. 

■pKoreupon m.di^t^ 

national demand and the « fe pntirc business miule the Briti.sh interests 

^Ui..h would cv^ntua^ los^ thorn ^ 

to come to terms. an aggregate tonnage of some 75.000 tons- 

_wUich had by tlus tm o acquirca n enabled the latter to keep 

allowing Jvo brlathing apace, and to look around for ways and 

moat of fuHherexpmrsion and development to its legitnnato proportions. 




Summary of Balance Sheds of Indian Skipping Companies (Bupces in ’000) 
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1.20,26 1 10,00 6,26' 2,60J | 16,45 1 7.18 ' .. | 30 / 1,04,80 | 18,58 
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{Mariuc losuraDCO Pojid. 
iStaff AmolioratloD Fund. 
Fleet Heplacement Account* 
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» 


HiSTOEiOAii Review 


At this stage, let us cast a brief glance at the history of this industry, its vicis- 
situdes, and present position. Upto the foundation of the British domination in 
Jbidia, it is an undo\ibted fact of history that India had her own ships built in her 
own yards, of her own timber, worked by her own sons, and carrying her wares to 
lands beyond the seas and bring their prodxicts to our shores. Even during the 
early stages of British Imperialism, India had her shipyards, her shipwrights and 
her sailors of all degrees. It was only after the introduction of steam as motive 
power, and steel a-s body material, that India l>egan to fall beliind in the race, lost 
her ancient craft, and starved, her race of seafaring adventure. 

E\'en then, India liad an extensive trade in many articles in yarn with China, 
for instance. When the late Mr. J. N. Tata found that the rates of freight on yam 
from India to CIuiic. were raised in support of th( British yam producer so high as 
would make it impossible for Indians to retain the Chinese market for Indian yam, 
he chartered a few boats foi carr 3 nng j’arn to Cliina at reasonable rates. The P. & O. 
Coin]iany, which had a j)ractioal monopoly of that trade, would not tolerate an 
Indian Cojnjjaiiy carrving cargo in India’s overseas trarle, and so the 3 ' started a 
rate war agaijist the Tatrs bN' reducing tlie rates from R.«. 16 to Re. i. The Indian 
coiu'cni not aitlLstaiul su<'h a relentless competition and lunl to go out of 

existence. When the In<.liau competitor disappeared, the rate was again raised 
from Re. 1 t() Rs. 17. This enabled the P. & O. to make up for any loss it may 
have su.stained during the rate war started by it. 


British .shipping tlius <‘ontinued to raise its edifice built on the.juins of Indian 
slapping. Even in tlie coastal tru<le itself, low rates were adoj)tcd b 3 ^ the British 
In<lia NaNigafion (,’o — n subsidiar 3 ’ of the P. & O. S. N. Co., Ltd., — to crush 

many Lidian Sluppuig C^)m])anic.s from time to time. High monopolistic rates 
usually- foIl(»we<l the disapj)earauce of nasc<‘nt concerns wliicli tried to establish 
regular sailings between Indian ports. The stor 3 - of the passenger trade from Bombay 

S t>rl.s to East Afric-an coasts, or the Bengal Burma Compan3’ in its conflict with the 
ritish Italian Navigation Compaiu*, are further and cruel illustrations of 

the same t ice. 

Ou'_of tlie nuiu 3 ’ Indian comjianies, that went into licjuidation w’as the Bengal 
Steam Navigation Com])an 3 ’, which, in 1005, ran its sliips between Cliittagong and 
Ramroon. As soon as this Cuinpanv came into existence, the B. I. S. N. Co. reduced 
the far<-s for deck passengers from Rs. 12 to Rs. 6 and the freight from Rs. 14 to Rs. 4 
per jiijoiiifl. Sweets an<l handkorchiefs were also freel 3 * di.stributcd to those who 
pe-troTiiseil the B.I.S.N. The result was that tins new Compaix\' struggled for five 
3 'ears; iin<l in 1010 it went uxto liquidation and disapj)eared from the scene. As 
soon as that concern was driven to the wall, the British India Company, 
fares t'* Rs. 14, against Rs. 12 in forie beft»re the ruinous rat<“-war, to 
themM-h(‘s for th<“ b>ss ineiirreil during the struggle. 

Aitla.Migh lli<* .--torv on the West Coast of Intlia was less tragic, that coast too, 
has iiot liec'u lre<- from rate A^urs. In the carl\’ thirties, for example, the British 


raised their 
compensate 


Ulustratioii, the following is Iiigh !3 instnietive. At one time the freight from Bombay 
to Tuticorin u‘as reduced l> 3 ’ the B. I. from 12 aiunus to 3 aruxas per bag, just to 
make it imixissible for its smaller rivals t<. exist. Some of the concerns oix tliis 
Bide, have had to be? taken over bodil 3 ’ by tlm largest single Indian concern, the 
ndia Steam Navigation Co., Ltd., to keep them alive. It was misrepresented as 
enture in monopolisation oi the Lidian-owncd steam craft pl 3 ’ing on the coasts. 
But tlm concerns took over included the British managed Bombay Steam Navi 
gation Co., Ltd., originally started by an Indian who was forced to sell out to a 
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British Managing Agency arm. from which the Scindia ^mpany purchMed it to 
make its position a little stronger against the colossus of the coast, the British India 
Steam N^dgation Co., Ltd. For the Scindia Company it was a question of kecpi^ 
alive Indian opposition to the British monopolist— an essay in practical nationalism 
to make its o^ competition more effective against the alien monopolist, and not 
to make its own venture a monopoly. The success of tlus policy is exemplified in 
the 16 Indian Companies operating on the coast of India today. 

Mention has already been made of the doubtful propriety of the system 

of Deferred Rebates, practised as a device to prevent competition by Vidian enter- 
prise against the British monopolist. Originally, the system “^o 

the shippers* need for assured regular sailings from certain ports to others. To 
meet tMs demand without loss to Iiimself, the shipowner natundly asked 

guarantee that, if ho ran a shipping service regularly from and {hat 

would find sufficient cargo for every voyage. I lie underlying principle oi that 
fivstem is^- that the shipiXT should have a strong incentive to have his goods tarried 
bv the ships of tho line or lines who had underti-ken to lU-ovidc such regulai 
If the froi<dit is say Rs. 16 a ton a particular class of goods, the shipow ner undertook 
It the trei^liT n , > freight provided tlie sldpiier could satisfy him that 

t diS;/a ^artfritr p^i'oVsl’upped goods byMny other line. If he wa.s 

found to have done so. lie forfeited his rebatt . 

As the system worked in practice, it was almost impossible for a J" 

break away, once tons 

he woul.l become iv paval.k- .mtil the hetrinninR of the Jnly- 

18,00U. Tins rebate ' Vt if .I'urin.' th<- April-Jime cp.arter he had 
September quarter. He wo H,.. l,ulk of the lonnago plying on the Indian 

shiiqxHl goods Brit sirtodtsteani Navigation Co.. Ltd.', that Company was 

coast was onmed by tho ‘ , ischate System to ensure that the slupper 

by iy of tho oewly ior.ned Ind.an 

CompaAies. anil thereby promote the latter s gionth. 

Notwithstanding thU a.speet, tiro devieo had its s^es 

effect of the Deferred 1“ the-'^Coastal 

of that industry, Indian 8 ^ of traffic and their own oonse- 

Conferonco, ivere equally protcciui ly b competition 

quont ability to inaintam regu ar serr.^^^^^^^ ,,7^^,. ‘rero,t .^mpathies of the then 

by foreign f 'Pi;'"!. 7„Vemovod, the competing Indian concerns did not find 

the system the demand ^for its abolition by law as there was in 

the same outcry against it an . ostablLshed bv logislation, serves all tho 

the twenti. Th^new him^ “isrhad as7i f^r it in. the days of its own 

gr^fnnffigs: aniUoTc entire problem has changed its complexion. 

EvolutU.. of Gmyriimeut Policy re : Indian National Shipf.iny since 19,8 

• ♦; « rtf t»ui lack of suiiport, assistance or eneouragoment Indian 

For a just appreciation of the la Government of India, 

national on^erpr^ Government’s poUcy in respect of Indian 

a glance at the history ot the ;n^trllctive There was a universal demand 

piping would be as intoresting as .t n.arinc, over since the 

for^an adequate, efficient, o^onom , from the 

consciousness began m the I *, manifold handicaps, the lack of an ade- 
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Soon after World War I, which had demonstrated beyond the pc^bility of 
doubt, the country’s need in this behalf, the first sizeable attempt to meet it was 
the appointment by Government of the Indian Mercantile Marino Committee in 
February 1923. It was their response to a Resolution moved by Sir P. S. Sivaswamy 
Aiyar in the Indian Legislative A&sembly, and adopted by that body on the 12th 
January 1923. We have already considered the terms of reference to the Com- 
mittee and seen a summary of its recommendations and so need not repeat them 
here. 

The only recommendation of the Committee Government accepted and imple- 
mented was the establishment of the Training Ship “Dufferin’* in 1927, to train 
Executive Oflficors. Since 1st January 1935, another part of that recommendation 
has taken effect in the shape of marine engineers being trained there. 

No other recommendation was accepted* and Indian public opinion was gravely 
perturbed. 

Attempts made by new Indian shipping companies, founded since 1920, to run 
ships on the coast and elsewhere had mot with disaster, due to^the severe and relent- 
less competition from the established monopolistic British lines. This disappoint- 
ment, coupled with the findings and recommendations of the Mercantile Marine 
Committee intensiOed public demand for the development of a true and sufiloient 
national shipping. 

A number of non-official resolutions and bills were brought before the Central 
Legislature to foster and develop Indian shipping. I’hey were aimed at remedying 
specific handicaps which were believed to impede or obstruct the growth of Indian 
shipping. One sought to secure reservation of the (coastal trade, while another 
tried to do away with the Deferred Rebate system. 

16ih March 1922 ; 

The Hon’ble .Mr. Lallubliai Samaldas moved the following resolution on Ship* 
building Industry in the Council of State on the 16th March, 1922. The resolution 
was adopte.d. 

“This (k)uncil recommends to the Governor-General-in-Council to appoint 

a Coramittw! of Officials and Non-ofliciuls to consider the best means of helping 

the shipbuilding industry in this country and to make recommendations regard- 
ing the same.” 

39ih March 1929 ; 

'J'lio following is the t(^\t of a resolution moved by Sir. P. S. Sivaswamy Aiyar 
in the L<‘gLsla1ive A.ssembly «jn the 19th March 1926 : 

“Tins Asscjnbly rccoininends to the Govemor-General-in-Council that 

he w ill }>!■ pleased ; 

{a) to fecogni.se the need for the training of Indian.s for nautical careers and 
encouraging the creation of an Indian Mercantile Marine ; 

(/d to acce pt the policy .and tnc'asures recommended by the Indian Mercantile 
.Maj’ine (.'ommittec ; 

(c) to lake caily stop.s for the training of Indians in a suitable training ship 
in Indian waters, for the provision of facilities for their further training 
a.s apprentices in mercantile- marine shijes, and for their employment 
after completion of training ; 

{(1) to arrange lor the establishment of primary nautical school in selected 
maritime stations and the itttroduction of Alarine Engineering as a 
subject of instructioji in the Engineering College at Sidpur ; 

(e) to announce his intention to adopt in the near future a system of licensing 
in respect of the coastal trade of India.” 
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Tlio Hori’ble Sir Charles Innes, Commerce Member, moved an amendment 
■which ran as follows : — 

“That the debate on all subjects covered by the '•^solution ox«id the 
proposed training ship be adjourned tUl the next 

trauiing ship, the Assembly recommends to the Govornor-General-m-Council t h 
the scLine for establishment in Ini^n waters of a framing ship for de k 
officers should be accepted in principle.” 

Sir P. S. Sivaswamy Aiyar’s resolution was adopted as amended by Sir Charles 
Innes. 

9th February 1928 : 

Mr S N Haji introduced in the Legislative Assembly a BiU to 
coastal traffic of India to Indian vessels. SimUar bills ‘he reservation of the 
mastal trade were brought before the Central Legislature from time to time out 
r need nientln only 4. Haji's BUI as most of the controversies m respect o^ 
reservation of the coastal trade centered ™“nd t^ Bffi. The BiU 'va 

lapsed later on owing to the dissolution of the Assembly. 

7th March 1935 

The following resolution was moved in the Council of State by the Hon ble 

Rai Bahadur Lala Jagdlsh Prasad . ^ i • r- tr» t ike 

•‘This Council recommends to the Governor-General-m-Council to Uke 
J fAns t build UP an Indian Mercantile Marino at an early date with a 
: -ei; ,o an ‘:ie4nfr.P-Ucipation of Imlian shipping in the coastal and over- 

seas trades of India. 

The motion was adopted without division. 

2.3rd p. N. Sapru moved the following resolution m the Council 

Marine. ’ 

Tho motion was a loptod without divrsloi. 

at.™.;s ‘Y. - ;r-^:":^:ct:rtri,4rs^^^^ 

to secure adequate uncouiagcin . j ^,,1 to Indian-o.v.i ■ 1, Indian- 

H -s 

l!o“V"ors of Cm (British businc.ss organisation,, in December 

1928, . j correct in saying that the main inipnliyo behind 

think ^ mere desire to secure for Indian enpitaliste 

the Bill I have referred Rritish Companies. Rather it is an ambi- 

tho mercantile ^Inarine and that the ships of 

Jhat mereantde marine should be officered as well as manned by Indians. ... 
thatmer .r.ue highest Government spokesmen, were not foUouud 

by a® to!’ wtktot M intorksts conflicted with British monopoly. Th e 
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tetiv^o/an Z enable a full and frank diacuaaion between the repreaen. 

BoIutSn for f Concerned m order to contribute towards a fair and ^eed' 
in fho nof n adequate participation of Indian SiiSpine- 

SS: SStrl“e O" the A|5idf 

wouH'^bTJi^ Agreement by which the Indian tonnage 

indln \“e -™-haneously the nol- 

mi^ii? discussion, it was stated that Indian-owned tonnage 

migiit be increased by the purchase of British ships in the trade. While Indian 

n r®*"® consider this method of purchase on its o^ merite 

but of fhp^ counterpart insis^ that such a purchase could not only be of the ships 
o^pH ^ goodwill ^ weU. of the trade. Replacement of British towage by Indian- 

f,]^dament^^^^ f Shipping was not acceptable to them. The 

u^wlSo^t Lcwil-n^ Conference could not thus be achieved; and so it broke 
up wi_jinout achieving any agreement. 

reproduce^Tw in tho Communique 

®°''®™ment of India wUl take into consideration at an early date 

fWc nnlLT® V which took place at the Conference on the 

dm clopmcnt of the Indian mercantile marine. Aa soon as it has been possible 

hill 3 to consider these issues, the responsibUity wUl rest with the Government 

oi India of deciding what action should now be taken and whether any useful 

purpose would be .served by inviting the interests concerned to meet again.” 

The main obstacle to the development of an adequate Indian-otvned Mercan- 

Bhis! the dominant, almost monopolistic, position of the 

^ t o nJr 1 ‘^tcam ^nvIgatlon Company on the coast of India, and on all the 
m ' t 1 ?'w Notwithstanding their declaration, Govem- 

p V.' , 0 ^ 1 , r V ; r h porhaps unable, and this indifference or incom- 

ti, ■ cron' , H ; , "io ■•'■■oa.nder of the British regime in India to foster 

nulli r,i Indian .sliipjung from such relentless and powerful opposition. 

eohihou ‘'»t”n;ri.sc had, as noticed already, sought a temporaiy 

to take 'i s,; all Sh •, ‘i'"-’ Company which permitted ‘^them 

;r ■- ;;L^':^i:^sr^;c t^^^orc^=r^ 

five you r.i and o.\piro<! in 1930, ' agreement was for 


Triparlile Afjrentieiit, 1934 

(1) “Tile oaruo carried bv’ the vessels nf thf. 

trafk- (if India Burma and Vv-t-ir ra • + T®® companies m the coasting 

h.w....t^ui acting 

yZ) liie ooindiu Company Ijavc been nfrinif + 

B^p-ewUa. coastTiulKnlo^mS^- 

(4) The rates of freight for the carriage of oareo and the r 

fares are to be jointly fixed in writin/hv of passenger 

consultation and consLt, and none of the parties L to ay teo“h*^^ 

rates less than the rates thus fixed. ^ ^ ^ ^ charge 
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(5) In the event of any dispute or difference the matter is to be decided by 
arbitration.” 

In a subsidiary letter addressed by the Scindia Company to the British India 
Company at the time of the conclusion of the agreement, they have had to agree 
“to respect the P. &, 0. Company’s and the B. I. Company s foreign (overseas) trade, 
and not to compete with them in those services. 

Sir Thomas Stewart, who was Commerce Secretary in 1936, declared Govern- 
ment’s policy in the Council of State on the 7th March 1935. He said : 

‘‘The policy to be pursued has been the subject of much thought by the 
Government of India and after much thought they have come to the concl^u- 
Sion— they came to the conclusion some years ago,— that the best hope for 
the sound; economic, strong establishment of an Indian Mercantile Marine 
lay in the development of co-operation and a spirit of mutual accommodation 
between the various interests operating on the coasts. 

Although the policy of co-operation had failed in 1930, and although the uni- 
versal demand in the country to explore other methods of developing Indian shipping 
continued, Government did nothing to help develop Indian shipping. 

This Tripartite Agreement was to be revised in 1939. Indian shipping interests 
tried their best to do so, both in Englan.l and in India In spite however oi reputed 
requests by Indian interest ali these years to help them with Go^ eranient s good 
offices to have revised that Agreement, Government did nothmg in that direction 
A Conference of British and Indian shipowners was called by tlie good offices of 
the two Governments in 1947. But it proved abortive; and India has yet to hght 
her way in the list of ship owming nations of the world. 

During the inter-war period, there was also the problem oi protecting the 
interests of small Indian Companies operating in the c^sts. As a result of the 
intervention of the then Commerce Member. Sir Joseph Bhore, 
reached bv which 85 per cent, of the coastal traile in certain auas (^Ust Coast 
Trade) was reserved for the same period for the small shipping companie.s opera- 
ting there. 

Pattern of our Foreign Trade 

We have so far examined the trials and vicissitudes of the Shipping Industry 
And as we draw to the close of the war and the post-war period it would not be out 
of place to have a brief resume of tlie pattern of our foreign trade. 

During the war years 1939-45, it was impossible to procure the capital or consu- 
mer goods^which India did not produce herself, and for winch 
flupplv used to be Britain, the Dominions, the U.b.A.. Germany, and .lapan. Gtr- 

mrnv^and Japan were, of course, out of the running altogether, during the w&t. 

DiTriU n the "ocal industry had to be diverted almost entire y to war purposes, 
so that hardly an^plant was available for civilian or consumer’s goods And the 
sam^mi^ht be s aw’^about the Briti..h Dominions like Canada, or alhed . ountr.es, 

like France. i i 

In the U.S.A. unto 1941, civilian prmluction continued; but the war demand 

r 1 *'' frkr fhfwf ifiHHin wcll nitHiitions WiiH so the po.Nsihilrt} of 

U S A 'iotning in the Nvar was soi inminent and so rapidly growing every day that 
U.b.A. jomiiu 1 e,.t<Ted the w.ir officir.llv, the lyjasc-D'iul sysUun hiul been 

even before the U* *ds of British and h-r Allies. Wien America 

on h-Vown sx dw,r d“ 

l^;'’rurtrio.riikrin.!iirtD^^^^ e<>nsinn,T or o |,iC.. goads, had to ho ahnost utterly 

t * 1 

'^This was the cuiof oxplami.ti«n of the series of regulations width came to oontrol 
1 his was rm from India during these years, file control grew 

I’.^’ttiirand volume at L war intensified, till the largei portion of the entire foreign 
txado was covered by it. 
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Tlie grooving scp.rcity of Shipping r-Wa wah rosponsible, for controls certainly 
after the unrestricted submarine warfare whicli Gerraa-ny began, and which Japan 
followed up when she too entered the War. Prices also rose very steeply but as 
Indian industry and production of all kir.d^ began to get ever higher prices. .Tli^ 
would not by itself hinder exports from India nr imports into rhis coiuury by itself. 
But coming along with other factors, it affected the industrial position in India, 
favourably, even if tempor.-rily. 

Tlic chief consumer of Indian exports, like cotton — both raw ana man.ufactured* 
^vore before the War, Jajjan an.d tho countries that had fallen under hfr domi- 
nation.’ As they were cut off by tb/- Wav, aiul as tr. de u-ith free China was matei ially 
impelled, the principal exports of India nrttuially suffered a. (iodine. Other articles, 
like Jiito, came under the influence of Lease-Lt'nd. The fa.ctors which ft.fTocted 
imjjorts also showed themselves in. connection with thi' exports. Tliat part of the 
trad- also, tlxeroforc, br,<l to be contTolbd. 

After tlio “U<» of the War, new diflieulties Ixave cropiiod up in tliis country, ivs 
well *as outside, to iuflueno- intern Uioiv'.l trade. The ])roetss of reJ abilitatien and 
roconstnietion, wniea the prineipvl blligeieiU countries, including Britain^ and 
thc‘ United States, had to take uj). is not yet (n.mpbtcd. o.xeop<- perhaps u\ the United 
St-tas But the aftermath of w r and tin- pievailiixg tension n\ international 
lolations inclines Amcrice.n energy to prop ,iv f..r tlxo n^xt uvr .>r to rdiabilitate 
and .stroivdluMi th“ Allies (e.y., by tlio .Mardiell Aid Plan tor Kinopc -.n Recovery) 
which .she^niay (‘.xpect to lie.ve if .xnd when tlie.t Win* comes ratlier the.p. to emplvvsizo 

iiorin'-''! pr.'xluction and li'i'.dc. 

The pivv: ding scarcity of D.vll-r lOxcli-'n-ie ()|>crates in the sam<‘ direction 
makin-' tr 'de with the so-V.dL-d ' Ic rd * ourivney areas more th.an ever difficult, 
particul'ry iii regard to Import^. 

British oconoiuv b'- been so aftect--d by lb.* war, all Britain's foreign invest- 
ments liaving 1 wgciv disappe- r.-d --r used up. : n.d hci shipping substantially des- 
Iroved that it takes ’her ll her eiicriv -nd determination to revive her local industry 
ami r. eonditiun trealn in th^ altea'd situation. Slie lias now very little of tho.=?o 
•■iii\ isibl.- e.xpovt-" which cunc to U- r a< interest on loaiv to foreign eoiinlnos, 
profits uf c.-.pit.d invostiu-'ut abroad, sliipping freights, Banking (kiiumissious and 
insuratv j premia., not t(. mention the p yment for the .services of her nationals in 
f.in icn countries which formed. >ucl\ .. siit^stantial piwMon of the ‘"Home Onargos” 
fronritdia lu-fot-.^ H) 47 . Notwitli.standin': all (dforts ut inci'easmg production, 
Brit iui is now le- ivdy ilctii it country in so f.*r as the balaiiee of international 
;uToun^ is comcrncd. Slu h's i.-ry I wg(‘ r.dver.-e br.l-nee every yjar against her. 
por a lime this wa^ got ovi r l»y the .Vnolo-Anu rieen Loan of nearly £1000 million. 
But lli -t loan wa.s exli-Mist«-d much .sooner iluui was untieipated, and the problem 
of mediae her exports pay for lier imports ho('ame m av aeutt* than ever. 

nios.-. couuiries, (;onsc(picutly, «hieU aiv liidied with and depesulout upon 
.strilin-f Ui\e reiloeted difticul*ic<, « ven if their own economy m • y be intrin.sically 
.ound ciMiudi to return rxpi.Uy to normalcy rfti-r tla* war. In this country, as 
n inarked .•Irecdv. tin; silu.vtiof lies radice.liy chamged siiic** the p.arti!i(*n owing to 
une.\| ecK ll pr 'hhun^, like foo I -h -vt 0.0. .short of ivw mc.terials. ami th<‘ growing 
d'‘ni.'i>d tor -Mnsnm'.T and -■.•.pil. l g oihL. Imporis on all r.eeouiits ar.s intensely 

in- d' d. ’fh>- expoidahl'* .surphn. on tic- otli i- tiand. !u'.< sulf< red he; a ily on iiccoimt 
of 111'* 1' .1' i' i' v.lii'U li'.s ?;-k i‘ '■ in.'i<ici;'.!.l<.- ‘v.- ’s protlucing lbn«l iincl r.aw 

jj,.,,....; I . T'c 'I '.pic Iidi 'M ■•xpo.-i', ini'- ud ■■olt'>p. .-.upply of foodstuffs like 
, , |. III'.'- li b. !i liui .'iilf r-'d. Te:! rTivin-, the <*n.ly principal 

export \ '!!. If 1 d. O' : -It il 'o.-.L. v\ld. '- '.re i ■ lere: .Kin,'.-; m volume 

i*ro. how^-voi-. >iid I ' lU i ' ov • 11 nr Tir-ir ti-'iiring, therefoie, 

on t ‘ I X j " ' ‘ 'i< 1' ' i ■ I ' I n I ' ' 1 . 

Moreover, tlr- d<'\ciii li '!'. of ? ,>.0111 I >. -• t -odt' d in turlhcr dotorioration 
of tiv foi-ig'i tie d' of fii di.'. iM.u- 1 I -d' i- dm i-i_/ the imjvorlrnce of sliipping as 
an earner <d foreign cxd. -i 
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PART in 

State aid and Protection to National Shipping in other Ccvnibies 


The First World War, with its talo of sinking of ships and the plight of some of the- 
neutral countries who depended for their supplies on foreign shipping, brought homo 
to the Government of all important countries the supreme importance of an ad* quate 
national mercantile marine. We have out-lined elsewhere the principrJ measures 
t<iki*n by some of the leading maritime nations to <levelop their own merchant shii)ping 
in the inter-war period. 

It is true tlial during 1914-18 sinkiixg of ships we* on a \ er\' large scale ; but the 
war-expanded sKip-buiKUng industry was capable of production fur exceeding normal 
])oace-lirne requirements. Tin* story of snipping of the ])oriotl the.t folIowe«l b<*tw(*en 
tlu- signing of the Trea.ty of Versailles in 1919 and the Gciini'.n jnva.«ion of Poland in 
1939. w<is, tlv'refore, one of an enormous increase in world tonnage. The exee.ssivo 
tonnage was mainly flue to the wa.r and its eonsi'quemees and naJionalisl shij)i)ing 
policies. 

1’he Second World War has cuice age.jti proved tlvit the coniniarid of tli(* sea is 
the most .sujnvnv is.sue of the War. From 1941 onwards, a cry of agony went forth 
from Rritain >in<l the United Nations and the .\llios. 'I’licy wanted ships, more shijis 
ivml still mon* ships to win the wiir. 'I’he colossal production of over 3") million toiis 
bv the America-n Shipyanls during 194f)-4o will go down in lu.storv as one of the most 
niagnific<*nt feats of America.n enterprise, oiganisa.liou and cffieiency in shipbuilding, 
'riir result w 's tliat American tounags- on the cess, lion of hostilities, in August 194.5, 
conslitutcd 51 pei cent, of Uio tot.,1 world tonu- ge. as c(»mpared witli her share of 
13 d per <-ent. before tlu- outliroak of w; r in 1939. .Aeconling to the weekly shipping 
journal 1 “Fuirplay” d ted the 51h July 194.5. the America n mercliant flwt in aid 1945 
compri.si d more than 2.t)i)() Liberty Ships, .some 490 ‘Victory’ ehips. 159 O-l’.s, 
288.0-2’s, I33-( -3’s and 84-1 ••4’s. ekw to (ioO tankers 39ti (Niast d ves-els, 55 largo 
combination a.n 1 specia.l types eajia.ble <»f entering or being conviTted to 
efjinmercii 1 use. 

Su<-h mereantile m rine. liowcn-er. <'i.Minot ilourish and servo tlu* purpose it is 
meant unless ther.* is suflieient ca^rrying busin'*.ss assured to it. In the days wlu*n 
local sentiment was at it,-, heiglil for develojiing .a ofuintry’s untrieil resources by ev<‘ry 
means at the disposal of that countr.v, in the face of incessant and ruthless 
c<»in]>ctiUon or of opposition from vested Icjivign i^terest^, adequate 
nat ioriaJ shii)ping also bceonu^.s a potent engine of siieli aid to national industry. By 
appropria.te freight ruhts and other device.-, a naticui’s own .shipping can help to 
probrel, sa-feguard and stimulate local industry. whi» h. m the al)M‘nce of such direct 
or iJidireel ai<l. lu ’.y not be able to make h<‘adway against ruthless eom|K:titiou from 
more dtn-eloped, better organized, e.nd long este blislval forcugii c-iitorprise of tlie same 

kind. 

'Dv' recogn.itit)?! of all these facet.s or functions tif an adequate and sufficient 
national mercantile marine, owned, manned and controlled by the nationals of the 
ooimtrv cf)ncc‘rued lias been accepted from time immemorial, wlierever national 
ocono/nv has been pro|)erl> organi/.<‘<l and direcb-d to pix--<letcrminc<l eud.s. 

Increasing .‘tteiitiou has been I)'dd in recent times by iiiiMiy a state.vnii'n to the 
d<)volo|)iiient of this, the mainstay of tlie country’s tivnle and industry, the rigid 
arm of its nat ion- .1 d'-fenci*. ami most potmit inslniment of irn|)lomeu1 ing in a gnsit 
laeasurc Its ocouomie policy, i>ar(ieularly iri relation to inteniatrono.l trade. 


U. iS’. A. 


Wo have plenty of rerent and modern examples of tjiis policy. Without going to 
nciont R)m • <>r mediev;.! Itl.y or Spain for prea.*d<nt.s, we can lindemiuentauthority 
far all t!u' points made above in the policies and m •usuie> of modern natiims, ove^ 



1;hose who iixsist oa he Freedom of Movemeat as a cardiaal item iii the foiidameutal 
rights of civilised and trading humanity. The United States, for example which 
spealw increasinglyin the world’scounciloftheRightto Freedom of trade and move* 
ment and endeavours to secure such freedom by means of multilateral treaties and 
international organizations, Uke that on Trade under the Havana Charter, has for- 
mally declared, in its Merchant Marine Act of 1936, that : 

“It is necessary for the national defence and development of its foreign and 
domestic commerce that th( United States shall have a mercliant marine; 

(а) sufficient to carr 3 ' its domestic water-borne commerce, and a substantial 

portion of the water-borne export and import foreign commerce of the 
United States, and to provide shipping service on all routes essential 
for maiiitaining the flow of such domestic and foreign water-borne 
commerce e.t all times ; 

(б) capable of serving as a naval and military auxiliary in time of war or 

national emergency ; 

(c) owned and operated under the United States flag by citizens of the 

United States in so far as may be practicable ; and 

(d) composed of the best equipped, safest, and most suitable t 3 ’'pos of vessels, 

constructed in the United States, and manned with a trained and 
efficient citizen j>ersonnel. It is liereb^' declared to be the policj’ of 
the United States to foster the development and encourage the main- 
tenance of such a merchant marine.” 


Lot us cast a brief glance at the historv'- of this industry’ in the U.S.A. Before 
the first World War, the United States Mercantile Marine was confined to S3i*vice op the 
inlan<l lakes and rivers. It f-ll even short of the minimum requirements for serving 
a.s naval auxiliary in tlie event of war, no\ only to keep open the trade routes, ensure 
supplies an<l convoy carriers of indispensable munitions, food or other roquiromente 
to maintain tlie civil life in the country. America, however, was not so dependent on 
foregiu commerce to maintain the national economy in times of w’ar as Britain was ; 
and so her neglect of tins item in hor national economy continued until this heavy 
handicap was discovered hi tlie World War of 1914-18. 

'Flu* first remedial action then taken was the Sliipping Act of 1916, which establi- 
shed a United States Shipping Board for the jiurpo-se of creating and developing a 
naval auxiliarj- and reserve, and a merchant marine, as well as regulating sea transport. 
The United StaUis 3}iij)i>iug Board had an Emergenej’ Fleet Corporation with a capital 
of minion, iiicorporated for the purchase, construction, equipment, cliarter, etc., 
of merchant vessels in the commerce of the TJnited States. The Board was origimdly 
intemled as a rogulat<»r 3 ’ and advisory’ bod}' ; but when the United States entered into 
the war tlie Board took up the operation, and later the liquidation, of a fleet of 
merchant ships acquired for war purposes. Tlie Jones Act maintained the United 
States Shippitig Board and tr.insferrt'd to it all Government-owned vessels. 


In 1926 the vSliipping Board reported to the United States Senate their convic- 
tion that, without aiUlitional legislation for direct or indirect Feder.d aid, a privately 
owned mercantile marine couhl not be ostabli.slied. A n^w Merchant Marine Act, 
known as tlie Jorv*s- White Act of 1028 ojierieil the way for furtlv'r aid to American 
Shipping operators. In M:ireh lO.’lP proi lsion Wiis made to increase tho existing main 
sulisuly of thousjMi'l paid to the Uiiit-'d States Lines to S3-6 million. Some 
thirty-hmr mail contr.icts optnxed or eoiiclnded in 1028 amounting to $17 -4 millions 
brought the tot;'.! yearly payments to private O|x‘rator.> to $21 million. 

riio entire shippijei poIi<‘y we-s ovi'rhauled by the Roosevelt Administration, and 
every endeavour was m ■de iti the Merck Mit 'M.mnv Act of 1<»36 to rationalise tho mail 
subsidy system. Ihe luisic jiolioy of that Act has alrcjuly been quoted above. The 
Act dissolved tho Shipping B<Kird Merchant Fleet Corporation, and created the 
United States Maritime Ci/nunission to stiulj', perfect and adopt ? long-range program- 
me of replacements and additions to the American mercantile marine, so as to create 
^n adequate and well balanced merchant fleet. 
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This Oomniission was also empowered to rogulato the future of the American 
shipping industry. It was autixorised to gn.iit sub:^tn,ntial differential construction 
subsidy for the building of new vessels in America, and diflFerontial operating sub* 
sidy for enabling the Ajnerican citizen to run their ships in the foreign commerce ol 
the United States. This mcj.n.s tluit even if a .sixipis built in the United States to the 
order of a foreign Slxip-owner, the differential subsidy will be payable to make good 
to the American buiUl.e. the xUffereni'C in cost of construction in America, and ir any 
other country where tlie ship would otherwise have been built. The ba.sic jdeir'ofuuch 
a provision is to enable the sl-.ipbuilding in<lu.s*ry to continue do.spiu^tho much liigher 
cost of construction in the States ; and at the same time enable it to compete on 
equal terms w’ith the foreign builders. 

The same apjilie.s to the Subsidy in respect of operating co.sts, w’hich helps the 
shipping industry as such to continue in a competitive world, despite the higher U.S. 
costs of operation. Tliis is not sheer waste in an over-rich land. It is the result of a 
deliberate, calculated long-range policy of keeping vital industries ahve in the States, 
without impairing American standards, so that in the days of need it may safegur.rd 
the country’s very existence. 

The differential subsidy for operati >nfrom lBtJuly,1937 to31st October, 1938 cost 
the U.S. over 12 million dollars. In 1937 the Commission submitted a report, known 
as the “Economic Survey of the American Merchant Marine”. According to the re- 
port of the Commission the expenditure of public funds to maintain a foreign-going 
fleet could be justified only on two grounds ; 

(1) the importance of shipping as a factor in foreign commerce; and 

(2) the relationship between merchant vessels and national defence. 

The survey disclosed that there were between 12 and 13 million deadweight tons 
of ocerjx-going sliippiiig in the American merchant marine at that time. Wlxen 
the United States entered the War, the ft jct’s capacity wa* about 1 1 million tons. 
Tlie Maritime Commission had, however, maugui\-ted, in 1937, a long range program- 
me to build 500 veJseLs in the ensuing decade. This progrjminc was first doubled 
during the war and was 8ub.s(*quently iiicrea-secl to building s colossal tonnage of .ships 
in the^ States. According to the report of the Maritime Cominis.sion for the j)erit>d 
ended Juno 30, 1945, 5,377 vessels of a deadweight tonnage of over 52 million toius 
were wastructed during t! e w .r. This unprecedented output of now ships at tlie 
cost of the State is the most powerful weapon, wliicli tlie United States has got to 
enable its sliipping to attain a dominant place in the carriage of the world tuuiv in the 

future. 

An important American publication has laid down that 

“International Shipping is rooted in the necessity for large-scale exchange 
of bivsic comInoditie.^ between the jieoples of the earth; passenger travel 
may l>e curtailed without serious national consequences ; interference 
with the movement of overseas mails may now be mitigated by cable 
and radio communication, and air transport ; .stojipage of tlie trans- 
bonler movement of finished pnalucts would react unfavourably on both 
the exporting and the importing country ; but stoppage of the world 
fl jw of basic commodities would have a paralysing effect on the progress 
of nations. Without cargo carriers on the world trad<i routes, the Asia- 
tie would not burn American kerosene in his Ian p ; nor di.stant markets 
consume American wheat ; tlie European could not co cheaply cultivate 
intensively on unproductive soil ; xhe American could not so cheaply 
produce a large volume of liigh grade steel ; the Briton would lack his 
supply of fre.di New Zealand mutton and Argentine beaf. It is the 
carru-r of the basic eomnuidities in large quantities, and at low rates 
which renders pos ible llie iroricentri-tioii uf materials, mc.chines ami 
men at strategic puiut.s, \v)i-r«^ tUi-J combination may mo 
clli'iently produce an indu.-^tria! product. 

18 M. of Com. 



Bounty for construction of Ships 

(а) America paid Construction Differential sub sidies from ^ 307 ^ 553^335 

The difference between the cost of constructing a ves- 
sel in America and. the cost of buil^g a sim^r 
vessel abroad was made good by the Goverrment of 
America to the American ship-building Yards 

( б ) They have at present under consideration a biU P^^d- 

ing for <mint of construction subsides to aU Umted 
States vessels intended for any foreign trade including 
the tramp trade. At present tliis beneht is available 
only to ships plying on specified trade routes. 

(c) According to a press report published in Lloyd’s List 
dated 23-8-4«, the American Government have 
a.rreed to bear 4.5% of the cost of construction of two 
liners proposed to be built by the American Lxport 
Lines, each of which is estimated to cost about 24 

million dollars 

Loans to Shipbuilders 

1916-46 : Loans from 1916 to 1946 (30th June) to the American Ship-BuUd- 


ing indu.stry totalled 


$ 483,650,736. 


It is interesting to note the conditions insisted upon by t^e most 

It JS “b :„,i,,-trialised nation in the world, which has no competitor 

rsrimi:trerrTaiAtsi«:?r;"r:b^^^^^^^ 

c'iDorts Fur all these purposes, the American shipping must be adequate m ton- 
nage and variety to show the American Hag on all the ocean highways of the world 
at aU rimes It must, at the same time, be sufficient to serve the pur^se of a 
fav^d augury in war. or during a national emergency. The merchant fieet of 
richest count4' in the world must be the best equipped for a most 
the safest in ail weathers and conditions ; the most varied in tjqie and size, so as to 
meet the requirements of everj- class of business or service it has to do. 

The United States had a considerable mercantile marine in the days 
invention of steam as motive power, and substitution of iron for wood as bud^g 
muteriaU The famous Clippers wliich made such astoundingly quick ynW®! ^ 
those days for carrying valuable cargo, like tea. from Cffina to Kurope 
were owbccl and manned as much by American as by the British seamen, w^th 
advent of steam as the driving force, and the increasing use ot steel in ship-brniumg. 
•America maduully fell out of th«- overseas carnage oi goods and passengers and leii 
that business more and mure to the United Iviugdom. There was enough oPP ' 
tunitv for exploiting the immense natural resources of that vast coiuitry tor nh ^ 
available talent, capital and enterprise of .Viuerica. 'Hus particular 
fore, neglected in the latter part of the last century, which accordingly feU more 
and* more to British enterprise to monopolise. 

America produced these ships at a time of vital need ; and the United NationB 
could never be too grateful for this vast aid to the war effort. But after the war 
its exhausting demands had ended, the surviving tonnage became too much lor ^ 
avaUable trade all over the world. Vast tracts had been devosteted ; and stiU more 


considerable areas exhausted by the War, They had httle or nothing ^ 

American aid in one form or another came to rehabilitate them, to restor. their in- 
dustry, revivify their agriculture and restore their trade. 

The problem of the disposal of the surplus war-built American 
fore, a serious one, not only for U.S.A. but for all the maritime nations of the world. 
For it would be a poor recompense to America’s wonderful contribution 
of victory, if the oceans of the world were swamped with tonnage “ 

remunerative rates, and which would depress the world shipping industry years to 
come. Wisely, therefore, did the American Government decide to seU a part ot this 

tonnage to needy allies and to lay up the rest. 

British Skipping and its Development 

Britain came to dominate, between I860 and 1914, all the ocea^ ^ 

showinK her dag in all ports in all the maritime countries of tlie w orld , and crowded 

all the trade routes. England had become the 

ship-owner lon^ before the United States of America had come into eu^te^ce, ani 
could claim any share in that bu.siness, Spain in tlie sixteenth, 

te'^nth and France in the eighteenth centuries wore Britain .s princip.u ri\.d^, i lo, 

adopted the same methods, weapons and devices to dommato ^^^^^ 00 ^ 0 ^^' ocean 
One by one they were idl beaten by Britain, though not wholl.v 

lii.<h wavs Ge^rmanv, Italy and Japan were more recent rivals, who alsj u^cd the 
s-uno tactics. They,' too have had to yield before the ancient mistress of the seas. 
The United States have now entered the ring, thanks mainly to the lessons rainm^ 
flown bv the two world wars of this century, and the new dangers of the deep J«odern 

passed since the days of ^ ^ ^ carried in British bottom, and none 

fleucies. in the East as well as tlie \\est^vas to oe earn 

but Britisli nationals vas allovei y -.j- 1 Shippin" Act of Britain and 

last provision Lterprise as w^ll as her national policy relatii^ 

ammates tlie spirit of British PP r freedom of Trade and the claims of the 

thereto, notwithstanding all p . share in this most profitable business of 

younger members of the 11 suffice to show how profitable that business 

I lie ocean carrier, Onocxai p Britain used to derive something like 

was. Before the Worl.l Dep— of 1980^3o 

it was easy for English j,, the past, to be unnecessary for her and 

as licr others They urced their new wisdom of Ireedom in 

olijectionaljle if mutated b> • • . had no alternative but to accept and 

trade upon o*'**^*'?’ In efTect. however, it tended more and more 
fallow the lead of ^7‘;,SSping upon the other trading countries of the world 
to rivet the bonds of British subsidies she had given openly or 

into the British ship-owmers. The rigidly close monopoly of 

secretly to her Bhip-bmlders ^ of the carrying trade to arid 

ftom'tocoC^ more helpless Aslan or American countries had done them work. 
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But if new-comers in the field tried the same policy, Britain labelled them as unfair 
discrimination, or uneconomic hindrance to trade. Her imperialist domination was 
so ^v^clespread, her political influence so vast, her naval might so formidable, 
that the more backward countries had to profess argeement wth the fashionable 
British philosophy, and confonn to the Free Trade regime, even where it meant a 
heavy, invisible, but not less real, tribute to Britain. 

According to a report made by a Board of Trade Committee in 1918, before 
World War I, half of the world’s trade was carried in British ocean-going ships. This 
included nine-tenths of the trade between member countries of the British Common- 
wealth as well as the Colonies and Dependencies of Britain, to and fro; over three-fifths 
of the trade between the Empire and foreign countries ; and nearly one-third of the 
trade between foreign ports to and fro. This unequal and inequitable distribution of 
the carrying trade in the world was incompatible with the grovring realisation in 
other maritime countries of their own dues in this field. They perceived not only 
the immense tribute paid by them every year to the foreign ship-owners for a service 
which they could not well do to themselves ; but they understood also the grave 
danger to their national security and continued independence, which the lack of an 
adequate, efficient and economic mercantile marine of their own involved. The role 
of the merchant navy in times of war was fast beginning to be fully recognised even 
under the changed conditions of increasing specialisation in construction and equip- 
ment, in function and operation, between merchant ships and fighting fleets. Every 
country, therefore, which had a sea-board of its own and overseas trade, or desired to 
maintain its own independence, became more and more anxious, between 1914 and 
1939 to build up its own merchant navy, not only to serve its own trade and industry 
but also to provide an effective means of national defence, and guarantee of nation^ 
indepondenoei 

This new consciousness of their duties and responsibility led many countries, 
which had considerable coast line of their own, and which provided a respectable por- 
tion of the world trade, to adopt various measures for building up their own merchant 
marine. On this development of what w’aa styled “economic nationalism”, Britain 
took alann, though ther was no justification for her or other shipownxng countries to 
take e.xception to such policy. For the monopoly by one or tw'o maritime peoples 
of the entire shipping business of the world cannot, and will not, promote real inter- 
national co-operation, which the United Nations Organization and the International 
Trade Organization, built up by the former, desire to increase. The building up, 
moreo- er, of local industry to its full maximum potential in all backward or under- 
develop-*d countries.which had become aware of their owm economic possibilities and 
had any overseas coniinerce of their own, cannot but be impeded, if not prevented 
altogetlier, if they were not to have the fullest freedom to adopt all appropriate tried 
and tested measures and methods to develop their transport service for carriage of 
goods and passengers along their coasts, their rivers and lakes and overseas. 


Notwithstanding Britain’s universal domination in Shipping before 1914, built 
up bv eeiitvu'ies of active protection and encouragement to set up a gigantic merchant 
fleet of her own, she has never relaxed her vigilance in providing every form of pro- 
tection aiul siileguard every shape of aid and encouragement that her shipping interest 
require. The two World Wars, wliich decimated European manhood, undermined 
Euroj)ean economy, and affected the entire trade of the world in this country, found 
Britain sunoring substantially from heavy shipping losses due to submarine warfare. 
This, in turn, rca<tcd on the volume of her trade and her position in the international 
balance ot payments. It only led to an intexisive policy in essence and energetic 
programme w liich has come down to her from Cromwellian days. The Navigation 
Laws of the N \ li century may have been abolished ; the Colonial System of the 
XVm century all but destroyed over the greater part of the earth. But the spirit 
that mo\ ed ( roiM\\ i-H (ir (, olvcrt is not flead. p]vcn to day no non-Britisher can own a 
part r>r wJk.Ic eda Biiii h ship , nor claim a share of the subsidies or loans that 
Briti-ii ''hi]>bu:ldi-r^ cniov. 


■' So iaeroh«nb;Bianne &M its 

^asic mdi^iyin J>6a<»'as'wfeil aritt ^vat'/that'feven 'Under the streefi^of the last war; 
the. British jGpvefiimenjt coasj49re4j . Navy isa yitalfiation^ iatereat 

and will remain so in peai.oe time as it m war’,. Oh anotlier occa^oh British ^firiistera 
declared ; 


» - 


‘Oor Merchant Navy must be at least as large as before the VVar, an^ ^ 

, . larger as British .enterprise and eflScsiency ca,n make it, in a^wo^rl^ 
which we hope artificial obstacles to trade will have been removed • i’* 


<< 


This country must — I ask the Committee to observe the word “must — 
continue to serve the world with a lai^e and efficient merchant marine. 
The • word “must” is fundamental”. 


With this outlook and these ideals, with such objectives and traditions, with her 
known tenacity and inflexible determination, Britain has been able to make up, with- 
in four years oftheendofWorld War II, the bullcofthelossesshe had suffered between 
1939 and 1945 from unrestricted submarinism of the Hitler days. 


While at the height of her prosperity, Britain used to levy an invisible tribute 
upon the world at large, for the shipping service she provided in the carriage of goeds 
and passengers across the seas all over the world, of something like £100 million to 
£ 1.50 million per annum. This, though steadily declining since World War 1, nev r- 
theless still forms an important cretlit item in lier international balance of accru'^its 
even today. It was this vital necessity which compelled British shipowners tT> decline 
even to considdr, in the Shipowners’ Conference tlie two Governments had helped to 
call togetlier in lt*46, India’s target of liaving her own mercantile marine, in five or 
seven years, of some 2 million tons ; and the ways and means of her acquiring the same. 
One of the immediate causes of Britain’s weakening economy during the Great Depr( s- 
Bion of the early thirties of this century was the sharp shrinkage in her freight receipts 
from overseas carrying trade, mainly bacause of other countries having in the mean- 
while built up their own fleets. That factor has persisted ever since, and grown in 

I recent years. 

Britain, however, still maintains her resolve to regain as good a slice of this 
1 business as she can manage, as the following summary of measures adopted by her 
, in the present century indicate. 

r It has often been claimed on behalf of the British interests that they do not 

A for State help for developing their national shipping. In actual fact, however, the 
si Navigation Laws and the imposition of discriminatory tariff on shipping, owned else 
ed where than in Britain, provided British shipping with the most effective and prolonged 
d protection that any industry can desire in the early period of its growth. 




[tl* 
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Even after that shipping had gTO^^'n to gigantic scale, best riding like a Colossus 
the entire world shipping, Britain never relaxed the basic principle of her mercantile 
marine oi^mership law ; nor relaxed the almost complete reservation of her own coast- 
wise carrying trade in the slightest degree. 

Her prowerful shipping intereste. at the height of their power, evolved and ap. 
plied ways and means for iimintaining effecth'ely their all but inonopolistie hold on 
the carrying trade of the colonial, dependent and backward countries. The unrestric* 
ted and excluHivo patronage extended to them by the Government of India, for 
example at the behest of Whitehall, in the carriage of a!) Indian trade, stores, troops 
and inails for over a conturv enabled British shipping to expaial Us activities to budd 
up a vast net-work of custom and connection, and pile np immemse hnancinl rcsoinxes 
which V ould be and were usc'd nUhlesslv to ciestniv any thivat oi couiim tition. ror 
instanc.. British shipowners demanded in 1018. th- rescrvi.tion <4 the . lUirt’ Inter- 
Imoerial’ trade to British ships only ; they oven claimed . dnrine recent years IhM the 
bareainine power of India in regard to any trade agreement she nn;y conclude with a 
for.d«m country should be utilised not for the promotion ot 1 n.han shipping 
but fV.r eorisolidating the po.sition of British shipping which l.ad been undci mined by 


the War. 





bad bMh gran' 

1^*“' ibi^afes in the 
^ ftrwci^ **<jWfH>V <^gate fat^nteed tmder Northern 

Mand ■Le'giBiaeb^^^erg^Tfeewtfen and ithW Star ^m|^ 

was pravia^-for.in an agifeement o£1033 

Bury: With a view.to ensuring the completion of the , Queen Ma^,. by the new c<^ 

bine, the Treasury undertook to make advances not.exceedmg ^^ilhons eecur^ 
by issues of debenture stock. It also undertook to promote leg^lationth^t , would 
i/ia’ eriable the Gfoveniment to advance to the Merger Company the cost (not 
exceeding £ 5 milHone) of a hew ship or ships, ^d to secure to the Com^y m 

pect of all ships concerned advantages identical with those under the Cim^ fp- 

8urunc8 Agrceiuetit of 1930. 

The Agreement of 1933 was implemented by an Act of 1934, which empowered 
the Treasury to advance to the Cunard.mite Star Merger sums upto ^’ 5 melons 
for purposes of constructing one or more large capital ships for the North Atlantic 
shipping trade, and of providing working capital for the merger company. 

These ships were to serve as auxiliary cruisers in times of war and m World War 
n they effectually did so. The aid to the Royal Navy was both substantial and m- 

valuable- 

In order to help British Tramp Shipping , the British Government decided that 
a subsidy, not exceeding £2 millions, should be granted under the Bnt.sh Sbppmg 
(Assistance) Act of 1935 for that year, but was extended up to 1936 and agam to 1937 

when it lapsed. 

In 1939 a Bill restoring the subsidy for five years from 1st January 1940, at a 
rate not exceeding £2.75 millions per annum, was introduced. It was, however, 
not proceeded with owing to the outbreak of war Indirect Gove^ent 
tance to shipping was provided for in the British Shipping (Assistance) Bill of 1939, 
e n fac ilities for the building of general trading vessels by means of loans not exc-, 
ee.iing £10 millions, and by grants not exceeding £500,000 a year for five years.; 
Financhl h‘dp exceeding £320,000 was actually given for the building of ships m; 
1039.40 • an<l it was only the outbreak of tlm war that stopped the free flow of this 
.lir.M't ai'l. Liiv'r Services wore to be helped to meet subsidised foreign competi- 
tion hv hniw. guarantee^, etc., npto a maximum of £10 millions. 

Be^idos this financial assistance, the President of the Board of Trade annouiicec 

“The Oovernment will continue to take all possible steps to promote the in- 
terests of British Shipping in connection with trade negotiations and 
other discussions with foreign Governments”. 

In a Memorandum issued on the 6th August 1940 in London, it was announc^j 
by the British Government that j 

“The progress of legislation was interrupted by the outbreak of the war. Ttj 
necessity, however, of maintaining the British Mercantile Marine U 
adequate strength , and in a position of full competitive eflBciency ii 
recognis«‘d, no less strongly by the Government today. They wiD. 
therefore . keep this question constantly in mind as one which willbf 
nece-'-ary to a,.<k Parliament to (h'al with in due course 


that 


Tlie measure^ "irlinc'd above arc summarised beb>w in concrete terms ; — 


Ssonoir 


''4»S7 

QBEAT BBITAINi 

ingi2iipft?the extent bf . • • • 3 


i ‘ 




£ 320.000 


Sbotion *‘B”^BoroMry iTaBQBKRA^raoN ob Kayioabi«n 
(a\ Apart from maU aubTentions which helped the 

S -subsidy i.e.. out and out financial 

assistance in 1940/41 . . • • • 

(6) Subsidy to Canard Steamship Co. (1924-28) . • * 

cr. 

«nuance of Subsidy Act, 1936 .... 

“ s-siprsr.2B"B 

(1939) to the tune of . • • ' * 

(fi'\ Assistance for Liner Shipping to protect the ehippii^ 

^ ^ against subsidised foreign ™ provided 

under the British Assistance Bill, 1939, for , • 

terest, to maintain in operation essential coastal ser- 
vices, to the extent of 

(LIoyd*8 List dated 29-6-1948) 

I'lovifl Mac Bravne Ltd., between June 
(g) of 1048 “for nuiintaining 

vices betwc -i the Western Highlands and Islands 

to the extent of . • • * * ‘ 

(Lloyd’s List dated 29-6-1948) 

Section "C”— Loans to Shipoivners and Shipbuilders 

I. Loans to Shipoumers : 

(o) 1903 : 

The Adroiralty made annual subventions tp 
amounting to • • • • 

(b) 1921126 ; , EE, , 

Puaruntced by Britiah Treasury under 

ciuties Acts. 1^921-26 (t We loans were granted both to 

Shipbuilders as well as Shipowners) 


£ 320,000 

£ 333,698 


£ 4 , 002,183 


£13,760.000 


£10,000,000 


£ 41,600 
per month 


£14,500 
per month 


£ 150,000 


£23,432,480 



(c) 1922128 : 


7^358 

4.KiATii’d 


kf"* • » 
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Loaxxs^gi^aiitepd j>y the Govt, of North ^lai^d ui^r . . 
the Loaii^Gu^ant^ Act 1922/2^ (Loans ^arant^d 
both .to dxipbuildeii^ ae well as shipowners) ... . . .t. . , 
**The guarantee simply put the cr^t of the State be> 
hind these schemes which the Advisory Committee ap« 
proved**. «••.•••• 

**A great proportion of the Guarantees given by the 
Government ■ for shipbuilding was in respect of the 
‘^replacement of high class liner t :>nnage*’ 


£11,433,900 


(d) 19U 


The Treasury was authorised to advance from time to 
time on such terms as they think fit to the Cunard 
Steamship Co., Ltd., such sums not exceeding 
£9,600,000 (Help under the North Atlantic Shipping Act 
1934). The sums actually advanced under this loan 
arrangement amounted to . 


£7,960,000 


(c) 1939 

The Board of Trade was further authorised to pur- 
chase ships registered in U.K. and create a Merchant 
Ship Reserve and spend with the consent of the Trea- 
sury upto ........ 


£2,000,000 


II. Loans to shipbuilders : 


(a) 1903 

Two major loan arrangements were made by Great 
Britain before the first World War. They were given 
for the construction of ‘‘LUSITANIA** and “MAURE- 
TANIA**. These steamers would be faster than any 
of the ships plying at that time. The amount of the 
loan was repayable in 20 years .... £2,600,000 


(b) 1936 : 

Loans sanctioned as help under Scrap and Building 
Scheme under Part II — British Shipping Assistance 
Act (1936) £1,000,000 

(c) 1959 : 

The Board of Trade was authorised to grant Shipbuild- 
ing Loan upto £10,000,000 


Section “D” — Special Facilities and otbeb fobms of assistance. 

(a) Banning of certain skips from entering British waters : 

(1) As a result of the Report of the select Committee of the House of Com- 
mons with Sir Robert Peel as Chairman, on “Issues relating to the 
East India Ship-building”, Parliament laid doun in Act 65, George 
III, Chapter CXVI, Section 6, that Indian sailors even though they 
u ere the subject of his Majesty of Enirland shall not be deemed to be 
“British Manners ’ and any ship even though British, which had not 


* A' 


r/ 
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on board three-fourttsS'if?rew British mariners, or^^venBri^^ 

’r ?htt hZ^Britiah Shipbuilding Wastry -- “* 
ships were banned by Parliament from entenng Bn^h jvatei^ 

«> “iitssr 

goods from South and East of the Cape of Good Hope. 

(5) Di^crimiruitory Duty Laws : j _* 

Great Britain through mfl^uen^^« 

bottoms was fixed at 15 per cent whereas m the case of Bntnh hot 

toms it was fixed @7^ per cent. 


»V »• •• A 

continued rigid up to 18 <5. 

(c) Hfilp under the Cunard Insutance Agreement Act {1930) 

Out of the amount of £4,800 000 for which 

insured, the risk accepted by the Board of Trade was 

for the year ending May 2. 1938 . • £X, 584.000 

for the year endmg May 12, 1939 . . 

for the year ending May 12, 1940 ... * 

without the help of the Board of Trade, the 

. Ai+hniiffh the Cunard msurance huna totauea 

yfoo 000 in 1939 fnd although that constituted very little security in 

ft W?S^a po^'binottl loss !f nealy £2 ,000,000 it is to be remem^^^^^ 

ihtt the hole resources of the Nation are behmd the Fund itself . 

■hese measures had become necessary, because rii-aU had gtot™ 
f Allies in the last War. A °d ^w behig nearly 

0^-?^ » -ofWW "rado^irbft r ttm is sufficient to show this 
icndency in modern world economy. 




m 


The history of France’s efforte to build up a ^werful mercantile marin^fhOT 
own is almost as old as thatof'fetoin, «aJlyj-tho>gi«at^MnM8^of Henrr 

]to,ODranMrcer«0>sc^U aaibr<9rar^>Cor . 

MpwediimlMa^footatopB awd.m^t^MJW 

less formidable (than the Dutch pr itiie J^itjeh. 

however, we may summarise the effect of recent meapires adopted by tha try 

maintain and develop her oum mercantile roftrin e -jP- ■.yaW3» 


(o) Prance paid from 1881 10 .1920 


.Francs 245,111,866 
_tdAftfvi.541 


The construction bounties varied from 60 francs to 


172-60 francs per gross ton 

{b) France paid between 1907 
ties . . . • 


and 1930 navigation boun- 

Francs 


584,575,494 

§108,436,700 


‘‘The purpose of both construction and navigation boun- 
ties was to place French ship-builders and ship-owners 
on a parity with those of other nations . 

“Tliev (the construction bounties) were paid directly to 
tlie builders in connection with the construction of vessels 
for any account, foreign or domestic • 

“The extra price paid by the purchaser of French-built 
vessels was to be absorbed by the navigation bounties. 
The French ship-owner was to, pay more than world-mar- 
ket prices for French-built vessels and the Government 
was to compensate him for the differential, based upon 
the operation of the vessel . 


LOAKS TO SHIPBUILDERS 


(a) “Facilities to enable French Shipowners to l»uil«l new vessels 
were made available under a law of by ^^hi^•h the 
Cr<“<lit I’liiieier was understood to advanee ai'.mudl\ fnr 




T7r^ onn nnn nnn 


“The Govej-niiient guaiantei d the loan and reirnhursed 
the Credit Foneior f>.r the loss of interest, but the Gov- 
ernnient’s obli-iations on account of interest charges 
were limited to Francs six million each year. Re- 
payment was to be made with in 2U years 

“Under Legislation passed in 1929 and 1931, the ma- 
ximum amount available for loans was increased to 250 
million francs annually, and the minimum rate of 
interest was reduced to 3 per coni in the case of mail 
vessels and 2 per cent in the case of other vessels”. 

(5) “In 1933thelawof 1928 wasextendedforfouryears with 
the proviso that the totalof loans was not to exceed 126 
million francs in any one year. The total annual Gov- 
ernment grant towards interest was not to exceed 
four million francs. During the ])criod August 1928 
to December 1936. 88 loans were granted under the 
schemes described ab«jve totalling” . . . Frs. 464,000,000 





iffiontrMK*”. 


r^„i4<W<Wi!90 
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wene mfre^wu 

was 6iiactM nf 19(^2 appficabl© ,to ^ tf 9^ . 

Fy.lrsTlS>V; Moreover€^_tHftToWO|. ^ '^tt equip- 


FyX71IS,V:’‘loreo3r W W VtE’ equip- 

bJi steamers engaged m .with a 

ment bounties at the^foUowmg rates per oay 
maximum of 300 days per year. centimes tor 

“Five Centimes per net ton up additional 

each additional ton up to 3000 tons, 500 O 

tor" TWs UwTas ?urt\er modified inlOOfi and 1912. 

In summing up this law , ^'''' ®7il *' daynrcommission, 

ties of 1906 vary with the tommge of the ^ 

character of propeUmg po Tliey entire 

tity of cargo and average daily 1 urn J j 3 OO days per 

time the ship is in eommission and ar? 

year as was\hc ease under the law of 1902 . 

GERMANY 

•o • Vk (rt I 1 A.nd. tbo outbrc&k of 

Between the foundation of ttte WwPeutsM^^^ ic 

World War I in 1914, Sntific protection and 

development by an mt«psive , ^tuilding indoetries '^ere among the ore. 

dustries and services. S^^PP“5iv^V/i^^?)eutec?icr and the Hamburg a4Tnenca Lime 
most of these developments. t-de of the in the Eastc^ 

challenged Britain's domination m>he h g ^ sh»p>ards of 

as well as the Western could maUh in size and speed, m economy 

Bremen. Hamburg,, Cuxha^cn S^^^^ built in Britain, whetlu i tor cargo oi - 

and efficiency, in comfort and luxury. ai j 

sengcr service. • i , u„ of defeat bv a practiceal 

I„ the War of 1914-18 niereant ile marine. Three years 

destruction of her navy 1 ^ ,„a<le an agreement with s\i.po™>rs in 

after that war, the ’ uhsidv one-third of the tonnage ot tin Mer- 

mi.22 to replace, by the aid of Sta e .ubs.dj d provision 

pantile Marine surrendered under the .... ; , 1922, owing to the deprccia* 

of 12 miUisrd.uj^kBwasmcreased^^^^^ authorised a loan 

tion of the Mark. Jn “ ,.hich was exhausted by October 1928. 

Reiseh marks for new eonstruct.on , v h 


eh marks for new eonstruev.o.., ^ 

Subsequent direct ^;?f“mrin"l930 ter the building of ships ter foreign 

rcount ;■ a Government m ^^77 million marks and a grant n 1 932 

shipowners ■, a further ’“^e the scrapping of some obsolete vessels. In 

of 12 million marks m 1°?"'* ""^03 “ ere autho^^sed for assistance to stepping, and 

1933 loans «P‘“ t® ^u’'“ me yea^r by a further grant of 20 million marks. 

these were follow e „„wi ijv the German Government on the 

Since 1933 operating ^ 20 pe r cent of the wages and salnrie 

basis of 3 pfennings per gross on g,.,, months. Tin, 

of the crew, subject to a nuixii 



an^ri tlmusatod xras swlM^iJSB^Il^r'^ffiktnjrSman shipping 

majned »t a dis454vajS<*^ge TntlhH«'eeMp6tiW!tfhtf%lrfiWMkl*nrMl»t?in reg^ to 
loreign exchange rates. . ® 

froin the ^ect subsidi^smenti^^abpye-German Government assistance 
.1 , ^ number of mdirect ways of helpmg German 'shippings A.g. placing nf nrdera 

® hpldine company for IS.OQp top passenger liners for tiherFar^East 

* nieMurfes to enable German shipbuilding yards to quote competi^e jmq&s, 

An^n m^ing up the difference between British quotations and the low^ 

wonomic price that the German yards could quote. . . 

These measures are summarised below in concrete terms : — 



ell&e of a 
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LOAlfS TO Shipowmebs and Shipbuildbrs 


Loqtis to Shipbuilders 


(a) In the early part of 1926, a Loan Fund of Marks 60,000,000 

= $11,900,000 

to be made available for new construction under certain 
conditions was raised. The Basis and the operation 
of the loan were somewhat after the manner of the 
British Trade Facilities Act, the main purpose being 
to decrease unemployment in the German ship-build- 
ing industry. Under this plan, loans were granted up- 
to 50% of the construction price agreed upon with the 
shipyard, the remainder being supplied by the buil- 
der or the shipowner as the case might be. 

^6) **As the Government credit of 60 million marks placed at 
the disposal of shipping firms early in 1925 was ex- 
hausted in October 1926, the Government produced a 
further scheme of financial assistance under which an 

annual amount of Marks 3,000,000 

= $710.C00 

was to be provided during the period of six years **. 


Special Facilities and other forms of Assistance 
{a) RehabilitaiionFund'. 

A Bill introduced in the Reichstag on July, 11, 1917 
and enacted on November 7, 1917, provided funds to 
enable German shipowners to replace vessels that had 
been destroyed by the enemy action and to reimburse 
them for expenses incurred by vessels that were in 
foreign ports. 

(6) Reconstruction Fund : 

“In 1921 German shipowners requested the sura of Marks 

from Government with whicli to replace the fleets that 37 000 000 000 
had been turned over to the Allies or had been lost. 

37,000,000,000 Marks were appropriated for this 
purpose”. 

‘Tn 1921 and 1922 Gt iman yards lauiiclu’d 437 ships of 

1 ,084.000 d.w. tons so that in two years and upwards 
one-half of the lO-years programme had been met, 
although all this construction came under the plan”. 
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4 

JAPAN 


From 1868, a new age began in Japan. Government paid close attention to ship, 
ping problems. Japan’s experience in her early military campaigns brought home 
to her the importance of maritime transport in war time. From 1897 to 1906 Gov- 
ernment subsidies to shipbuilding averaged about 250 thousand yen per annum. 
From 1906 to 1916 this rose to 1*3 million yen. 

Between 1914-16 and 1930-31 the total operating subsidies budgeted for fluctua- 
ted between 8*2 million yen and 13 9 million yen. 

Credit facilities for shipowners and shipbuilding were usually accorded through 
special banks. The authorised maximum of advance by the Industrial Bank for 
shipbuilding, which was 5 million yen in 1930, was gradually increased until it reached 
30 million yen in 1936-37 and one hundred million yen in 1937-38. The Ministry 
of Finance undertook to pay upto 70 per cent or any capital loss in case the loans 
were not repaid. The following concrete summary of these measures would provide 
interesting and instructive illustration of what a State can do to help achieve rapid 
and intensive development in any branch of its national economy. 

Bounty for Construction of Ships : 

(o) “The Law of 1896 granted Japanese shipyards a bounty 
of 12 Yen ($5‘98) per ton on vessels between 700 and 
1000 gross tons and 20 Yen { $ 9 * 96) per ton on vessels 
of 1000 gross tons and upwards. lnaddition,a bounty 
of 6 Yen ($2 -49) per horse power was granted on 
all engines constructed in Japan. The law stipulated 
that Japanese materials only should be used unless 
authority to use foreign materials was granted by the 
Minister of Communications” 

“In the revision of 1909 construction bounties weie 

restricted to steel vessels of at least lOOl) gross tons, 

built in Japanese ship yards, and were based upon type 

of vessels. It variecl from 14 Yen to 22 Yen per gross 

ton. The construction bounties grantetl from 1897 

to 1907 came to ...... Yen 22,657,196 

= $11,283,283 

“The construction bounties averaged 565,000 dollars 
annually during the history of this form of aid to ship- 
building, the years 1912 and 1913 were excepted. It 
continued right up to 1917 ”. 

(6) “Under its First Scrap and Build Scheme Japan built 31 
new vessels of about 2,00,000 tons gross. The total 
Government subsidy came to .... Y^en 1I,000,0<.0 

=£650,000 

at 1934 rates of exchange. One-fifth of the cost of 
the vessels was paid as pure subsidy. This was fol- 
lowed by the Second, Third and Fourth Scrap and 
Build Schemes. The result was that 48 fast vessels 
equivalent to more than four-fifths of the total number 
of Japanese vessels of over 4,000 tons gross and less 
han five years old were built with the aid of direct sub- 
idy from the Japanese Government. 

Under the Fourth Scheme which came into operation 
in 1937, it was providc<l for the subsidised construction 
of high class pasiwnger and pa8.senger-curgo liners of 
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not less than 6,000 gross tons and of 19 knots 

subsidy apWimating “ 0 ^^ to 
the building cost. It was proposed to spend a tota 

of over 

at current rates of exchange of t^ scheme during the 
18 years beginning with 1937-38. 

Bounty for Operation or Navigation of Ships. 

-The law of October 1. 1896, gran^ 

ties to steel and iron slups owned exclusively ^7 ™ 

Lpanese subjects and plying between Japanese and 

foreign ports/’ 

Navigation bounty payments froin 1896 to 1899 came 
to 

“The Navigation Bounty changes provid^ by tHe new 
law of 1909 'in effect cemVined the two foinier types 
rf bounty al given under the original law, namely, a 
fiKed payment for specific route services and general 
navigltiL bounties for operation under certam con- 

ditions”. 

WhUe the 1896 Act paid 25 y^per Ac“ofl9M 

a4ro'itd1a^”erofTpocJ -bven^^ ^ Jap^^e *SSof 

least 3000 tons gross with a speed of at least kz Know p 
with an age not exceeding 15 years. 

Direct aids to shipping. 

(1) Subsidies (2) Postal Subventions (3) Admiralty Subventions 
and (4) Fishing Bounties. 

Indirect aids to shipping 

from port dues and (7.) Exemption from taxation. 


. . Yen 60,00p;0^ 
£3,OOO,O0O 




Yen 13,133,440 
6,504,451 


//. Loans to Shipbuilders. 


(a) A Ix>an Fund of 

at the 1929/30 rate of exchange was made available 
for building of ships, but owing to world economic de- 
pression that followed, little use was mode of this faci- 

Utv. 


Yen 30,000,000 
=£ 3,000,000 


lb) “In addition to providing direct subsidies, the 

Government bad always been ready to provide credit 
facUities for shipping and shipbuUdmg enterprises 
The Government has made arrangements with the in- 
dustrial Banks whereby Loans for shipbuilding were 
made at low rates of interest, therate in mid-1937 

being 3*7 per cent per annum.” 

“The Ministry of Finance, adds 1 per cent bringing tup 
Banks receipts from interest on such loans up to 4 -7 oai 
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cent Tte Ministry also xindertook to pay to the Bank 
70 p"o7any capital cost m ca^ loa^ were 

fte Bank had bee^ authorUed to make loan, of thi, 
kind on certain conditions, upto a 

e-rnaThe";::^ 

“ K' or oveT" exceptional may 

r“ei“aTatp^d^n or3 ' " ’.Yon 100,000,000 

ITALY 

. • frfcr r'xw mitcridls, her loniz co<vst Un6, 

Italy with her clependence on in herself entitled to a flourishing 

and her situation as a transit cou >, o i 

mercantUo marine. Agamst a lack of coal Before World War I, Italy 

made, she ^ould set off an abundi services ^anfl also navigation and construction 
had a system of subsidised V . ^g for ghipping services for periods vary- 

bounties. In 1926. a new if the service, the grand total 

ing from 20 to 2o f fixed at 3,205 million lire, equivalent at the 

for the period 1925-26 to „hhons The amounts wore increased by a further 

then rate of exchange ^oBomo £-o in - entererl into between the Italian 

Act of 1928. From 1929 a operation of specified subsidised 

Government and the L ^ ^ Australia, etc. The Italian budget 

for shipping su jsa leb o • ht facilities were made available through 

In addition to direct subaidi , ^gtablishcd in 1928. Under thLs scheme 

an Italian Maritime the first three years was fixed at one thousand 

the total of the loan operafrons for Jhig to 200 million lire in the form 

mUlion lire. In 1933 a r®”the gtate.^ By a decree of 1938 in connection inth 

of mortgages was J {'q 37 state assistance was provided to shipbuUders 

the 5.year8 shipbuilding ® shipbuilding materials an.l exemption from 

in the form of duty-fiee ““P ‘ to shipowners in the form of amortiza- 

Uon'^aX'’Se,t« Income-'tax on the earnmg, of abips covered by the plan 

These are all summarised below ; 

B(ntnty for Cotistruction of Ships 

ooa* iQiA • .Lire 68.590,335 

auxiliary equip tonnage of the ship, 

bounties are b^ed upon tn gr^ (measured by fuel eon- 

su^^tirnlldr -iglif of till engine.,, boUers and 
auxiliaries. . , 

(c) The above authorisations were cxclu8i\ c of a na\ al bounty 5^000,000 

"Wo actual ciirect Lounty provisions of 

^nd 120 Ifre ($6-31) per metric ton for auxiliary m^ 

chinery • • * ’ * 



id) Italy gave from 1926 to 1938 bounties for shipbuilding, 
the annual appropriations for which have been of* the 
order of 60,000,000 

(e) The Italian Government have sanctioned early this year 
subsidies totalling about £15,000,000 for the construc- 
tion of 260,000 tons of new shipping. Credits will be 
advanced by the Government upto 40% of the cost of 
budding new ships including tankers. The profits 
earned from the operation of these vessels will be exem- 
pt from income-tax. The ships will not be required to 
carry compulsory cargoes and will not be requisitioned 
during the next five years. Coastal operators are 
also included in the scheme and they wOl receive 
priority according to the number of ships lost during 
the war 

(^Joiimal of Commerce* d/31-1-1949). 

(/) Italy paid from 1926 to 1938 as subsidies under this head 

amounts to the limit of . . > . . • Ifr© 684,000,000 

=s£ 6,250,000 


Bmtnty for operation or navigation of skips : 

Italy paid between 1886 and 1914 as Navigation boun- 
tios • • • • • • ♦ • 


lire 806,099, 210 


Loans to ShiphuHde.rs 

1928-36. 

Facilities to shipowners for shipbudding were provid^ 
by 2 Organisations. (The Institute of Navm Credit 
and the Consortium of Banks) by the grant of loans 
to the extent of ..•••• • £13,000,000 


BRITISH DOMINIONS— CANADA 

These steps were not connned to foreign competitors only. Britain s own Dom- 
inions were not backward in imitating her own example and the precedents set by 
other countries. In Canada, for instance, Government discovered that Canadian 
ocean-going vessels were found to bo under heavy handicaps in meeting the competi- 
tion of more modern and efficient ships flying foreign flags. To overcome this, they 
proposed early this year to grant a subsidy with a view to aid Canadian Shipowners. 
The proposals were that the depreciation of the capital cost of either a new ship or of 
modernising an old vessel will be allowed over a period of not less than 5 years. A tax- 
free fund out of general profits is also to be allowed for the replacement of vessels, 
as well as one to cover deferred maintenance arising out of the surveys every four 
years. The Cana<lian shipo>vner8 ^vill also be allowed to accumulate depreciation 
in unprofitable years and charge it up in more profitable years. 

(from “Journal of Commerce” dt. 10-2-1949) 

Other Dominions like Australia have also developed their own mercantile marine, 
since 1939, by active State assistance till 1945. 

The newcomers are the more readUy forced to do so, as the countries which now 
own the bulk of the world’s shipping, and have established amidst them their own 
industry, to build new ships required for the ocean trade, are unwilling to offer to 
other countries anything like a fair proportion of these ships on any reasonable terms. 
Britain herself, for example, ha.s recently refused to transfer the surplus British ships 
from the British Register to Indian Register. Nor would she help India to acquire 
them from the Vnited States even though the Government of India were willing to 
facilitate the purehase of such ships by the Indian concern. The ConferSlce 
between Indian and BritisJi .sliipowners in July 1947 was wrecked on the Siimo rocks. 
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PART IV 


Post-war Shippiko Needs of India 

We have adduced examples just to show that the claims here made on behalf 
of India are backed by abundant and respectable authority, ^ylth such example 
before her. ^vith a long coastline of her own, and a considerable overseas trade 
India cannot but feel the need of an adequate, efficient and economical 
marine of her own. Says the Policy Committee No. 4-C on Shipping, appointed 
by the now defunct Department of Planning and Development of the Government 

of India : — 

“For a ^Uiitry of its size, the length of its coastline and its strategic position 
athwart one of the world’s main sea routes, India possesses a distrcs- 
sinelv small number of deep sea ships which at the outbreak of war 
stood at no more tliun 30 with a total of less than 150,000 tons gross. 
India’s weakness in this respect has long been recognised and the 
Government of India are pledged to a policy of assisting in the deve- 
lopment of an Indian Mercantile Marine. So far however, t he action 
taken to implement this undertaking has been limited to the estab- 
lishment of the “Dufferin” for the training of executive officers, 
the provision of special facilities for the training of marine engineers 
and to using Government’s good offices to promote a settlement 
between the Indian and British companies operating on the coast 
with regard to the division of the available trade between them. 

The vulnerability of India’s position has been revealed by the stress ot 
wartime conditions, but by no circumstances more glaringly than 
bv her inability to find adequate shipping from her owti resources 
to provide for the transport of the food supplies required by her. 
The rectification of this state of affairs should be one of the immediate 
post-war objectives, not only for commercial reasons but also because 
th^e development of the Royal Indian Navy necessarily imphes the 
concurrent development of the merchant navy. 

The acquisition of an adequate share in the world’s carrying trade should 
be the aim of our post-war shipping policy and to ihisi end stcfs 
should be taken to secure for Indian shipping — 

li) an increased sl.are of the coastal trade including trade rvitli Ceylon 

' ' and Burma (The present share is estimated at between 20— SO 

per cent.) ; 

(«) a substantial share in the near trades, c.g., Persian Gulf, East Africa, 

Malaya and Dutch East Indies ■, and 

(iii) a fair share in the Eastern trades, especially those trades of which 

Japanese shipping will have been dispossessed ; 

(iv) a fair share also in the trade between India, on the one hand, and the 

U. K. , the Continent of Europe and North America on the other; 

and 

Iv) in order to give maximum relief to the railways, a number of steps 
have been taken to ensure the fullest utilization of country craft 
and to prevent wasteful competition between country craft and 
steamore. As India may have to look to all forms of transport t<> 
sustain her economy in the post-war era the continued developm,rnt 
of country craft will have to be considered. Co-ordination of steam- 
er and country craft services is an essential part of this development 

subject to due regard being paid to the different needs served by 
steamerB and country craft 


18 M. oi Com. 



RECON-sTaucrroN Policy Sub-Committee on Shipping 

la pursuance of the above Policy, a Sub-Committee 
■hQT 1945 under the Chairmanship of Sir C. P. Ramaswami Aiyar, with the following 

terms of reference : 

“ To consider the Departmental Statement of Post-war Shipping Policy, 
.and in the light of that statement and all relevant considerations, 

to recommend — 

(1) what would be a suitable tonnage target for Indian shipping, to be 

attained within a period of five to ten years ; 

(2) what percentage shares of the maritime trade of India and other trad^ 

in which India is interested, both coital and overseas, cargo and 
passenger, should be secured for Indian shipping ; and 


{3) what measures should be taken — 

(a) to regulate the shipping industry with a view (i) to preven^ the 
' formation or establishment of combines or monopolies or excessively 

large units (ii) to ensuring that the number oT shipping cwnpanies 
is no larger than economically adequate, 

(b) to ensure a fair and equitable distribution 

and those yet to be established, of trades which may hereafter 

be secured for Indian shipping. 

The Sub-Committce will bo com^tont to make such other recommendations, 

as seem germane to the subject • 

The Sub Committee in their Report , submitted in M^ch 1947, and approved 

by toe PoScy cLmittee, made the following recommendatmns 

‘needs tw'Sngroi i:ns of shipping. This figure does not Include 
country craft’*. 

^ hundred per cent of the purely coastal trade 

' Tmlhr\cventy-avc per cent of India’s trade with Burma and Ceylon 
with the Geographically adjacent countries, fifty per cent of 
T distant^ Uades and thirty per cent of the trades formerly 

caiied in Axis vessels in the Orient should be secured for Indian 
Shipping in the next five to seven years.”. 

(a) ” As the Indian shipping industry is stiU very young, we feel that 
' ^ emnhasis should now be placed on how Indian Companies could ex- 

nand their fleets, and wc have, therefore, stated that it is not possible 
at this stage to define what an ” economically adequate unit ’’would 
be so far as this industry is concerned. It would not be desirable 
to fix a tonnage limit for Indian Shipping Companies, nor would 
we recommend the imposition of any restriction on them with reference 
to their capital structure. But, as wo are anxious to prevent mono- 
polistic exploitation, we have recommended that the Indian Shipping 
Board should be empowered to control deferred rebates, rate-cutting 
and all other evils arising from monopolies. 


(2) 


(6) Equitable division of trades betwcei Indian Shipping Companies is 
essentially a matter of <lctaii to besettl?d by the Companies themselves. 
If the Companies, however, fail to come to an agreement. Government 
should evolve suitable measures for the fair and equitable distribution 
of the dilTeroiit trades ”, 
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In regard to State aid the Sub-Committee rocom^^^ Go^ve^ 

merit of India should give financial aid to a ^ ^ rccommonded by us would na- 

in India’s Overseas trade. As | this portion of Indian Shipping 

turally limit the tonnage operating on the co^t.,^tn p 

need not necess<irUy be fananced by the State Aid . 

Tim Sub-Committee further recommended “in order te 

mendations it is .''dal that ^g^^'p^rgoard should be the spear-point of policy 
to sot up a Shipping Board. J P . ^ ,^^^3 to Ucence Coastal vessels and 

locally atnl internationally, and ‘ Removal of all evils of monopolistio 

to submit to Government proposals for the remoiai 

exploitation 

The Government of ^^®^ow^/tho*Com^^ 

the 12th July 1947, fuUy endorsed ^ ^Iruimic polu^y with regard to her Ship- 

important maritime countries P gta^ment on Post-War Shippmg Pohcy. 

pirTg. and re-affirmed the ttSeration of the Roport-. summarued 

s “ssr — .s».™ ^ 

“ The Government of India ^and*^mSfag^°by Indian nauLafs, 

as shipping Z ultim^to objective, 

would be the ® co^idering the conditions, then prevailing 

Government of Inffi^ u^eatisfi^^by Companies to qualify them for 

(a) The steamci^ 

ports m 2 nrevented from complving with this 

X c^^cumS'nci bc'yoad its control, it may bo modi- 

fied suitably ; 

..af nf the shares and debentures of the companies 
loS^ b^^^ld bTiudlL iu their own rights ; 

(c) AU the Directors should be Indians ; 

(rf) The Managing Agents, if any. should bo Indians. 

The Governmemt of^Ma^add^^^^^^^^^^ ,p«ifio 

Cite beteg treated as an Indian Shippmg Company. 

, With regard to the shares te im ^JliKt^’assIst 

Ild^^nra^f- -To"slb"t“sS^^^ recommended by the Suh-Co.n- 

ruittoe. 

i. 1 :« T^rincinlo the recommendation of the 
The G°;;^t‘S^f^l”ppteg“Boa‘’rd should ho set up and agreed generally with 
r Co°n“n:rs''rro;otl'‘rCaCng .ts funetlo.^. 

i althouuh of hmited duration an 1 scopes 

A system of U^nBmg u-ui b Government of India considered 

r^C^an^m^er c:u"ti lead up to the more eomprehen.vo syr. 

rcrmmendll by the Sub-Committee. 


I 



JPailure of ^he London Conference 

The Government of India accepted the Sub-Committee’s views that the deve- 
lopment of Indian Mercantile Marine would be facilitated if an understantog on 
the subject could be reached Avith the British Government and British shipping 
interests. A Conference of British and Indian shipping interests was accordingly 
held in London in July 1947. The Indian representatives tried to secure a share 
in the country’s overseas trade when they were confronted with the qu^tion 
whether tliey had the ships to carry the share of the trade which they sought to 
secure. We did not possess tlie requisite tonnage and the British interests were 
not prepared to help us by selling us some of their ships. In the face of the Bntish 
attitude of “ no ships no share in trade ”, the negotiations could make no progress 
and the Conference dispersed ^vithout achieving any results. 


Govemtnent reaction — Shipping Corporations 

The Resolution of the Government of India was followed by a Conferen^ of 
Shippin<T Interests held in Bombay on 3rd November 1947, at which the then Com- 
merce Minister, the Hon’ble Mr. C. H. Bhabha, in explaining the Shipping policy 
of the Government of India as declared in the above Resolution, observed jwier 
alia that as an interim measure the Government had taken the followmg prelimi- 
nary steps : — 

(i) Some of the Indian Shipping Companies had been encomaged and agisted 
in procuring tonnage from the U.S.A. by the provision of foreign ex- 
change on a considerable scale and such other administrative action 
as lay in the Government’s power to take ; 

(u) Government had formally accepted the tonnage targets laid do^vn by 
the Sub-Committee, and also the principle relating to the reservation 
of Coastal Trade for Shipping Companies borne on the Indian Re- 
gister ; 

(iii) That his predecessors in office had set on foot some negotiations \\ath 

' the U, K. Government for the sharing of coastal and overseas trade 

on an agreed basis, which negotiations had led up to a Conference 
in the U. K. between the British and Indian Shipping Companies, 
which had failed to yield tangible results. 

The Commerce hlinister referred to two fundamental defects in our shipping 
position, namely : 

(1) Shortage of tonnage, and 

(2) Shortage of trained man-power, and told the Conference that the Govern- 

ment’s constructive approach to the problem implied : 

(а) firstly, an immediate plannetl attack on the above basic weaknesses of 

our shipping position, and 

(б) secondly, such legislative and administrative action as might be 

necessary to safeguard the interests of Indian Shipping both in 

Indian and foreign waters. 

As regards the question of shortage of tonnage he referred to the volume of trade 
to be carried, namely, ten million tons and three million passengers a year, and the 
toxmage target of two million Ions which had been accepted by Government, 
and which latter, ho observed, could bo achievcrl in two practicable ways, namely ; 

(1) cither by buil<Uog in India or abroad , or 
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(2) by acquiring such tonnage as might be available from the U.S.A. or other 
countries. 

After examining the possibUittes of the above courses, the Commerce Minister 

observed that Government felt that the required additional tonnage 
from the Maritime Countries-of the West which might have surplus ships to 
Government were aware that verv few of the Shipping Companies in thLs country 
had the resources to buy a sufficiently large number of ships 

; the 7tho shipping Con.paiie. in tin. country Government 

S to reh on private enterprises, the growth and development or onr « 

This new policy. Government felt, necessarily involved the setting up of a new 

„2 ,;sr. 

SSy frl! time to time to give efFeet to that poliey^jmfl the Commerce Mmrster 
set forth the broad outlines of that policy as under . 

(1) Government should immediately take the initiative in establishing two or 
three Shipping Corporations. 

Ol Tn each Corporation, in order to secure and retain effective control , Gov- 
■ o'rnment ’^honl.l eontribnto not less tlian ol"„ of tho total 

The hnlanec would he suhseribed cither wholly by an approve,! ex st- 
ing Slopping Company or partly by such Company or partly by the 

public. 

rnveriiment would he entitled to nominate a number of Director.s on 
^ ' the Board of Directors of the Corporation proportionate to tlie share 

of the total capital subscribed by them. 

No nrivatc Coinpanv would he associated with more than one Corporation 
^ and whore no one existing company was found suitable, part.e.pa- 
tion by a group of companies would he permitted. 

A Coiiipanv or group of companies, so associated would act as Agents 
^ ^ of the Corporation under the control of the Directors Corpora* 

tion on such terms and conditions as might he stipu ated in the Agency 
agrcceincnt; ordinarUv 100,000 tons would he regar.led a.s the optimum 
tonnage for operation by each Corporation. 

acceptable lines, and he objective^ H further observed that 

as outlined above j^dia \t was only a Government-controlled 

in still backward maritime in the nrrvate hi<^hly organised maritime 

organisation that Jeh In organi,^tiL tLt, by revealing 

d^:cf in“t:ltt1irh”U^eh of transport, could : 

(„) encourage tho flow of private capital and diversion of private entcrpr.se 
to Shipping services, 

(6) eliminate unhealthy competition between Indian companies in the same 
trades, and 
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(c) prevent the establishment ^ tS^o^to^and mt* 

XslSS!^ 

and would help towards efficient and economical management. 

armt’tir\:p^^^u1oX^ ^ 

its part in the projected venture in co-operative enterprise . 

■• I hope I have said enough to convince you that S 

^ous of their responsibUities in the matter and m sp^ 

™nv worries and anxieties and major distractions 
Sastly towards their goal- The pace may ap^ 
of you, and the goal may be only dimly %nsible m the 

we must be on our guard agamst ^ j Jons^f our 

steps taken in a huff. We ^^tto and without. 

Shipping Industry secure ^gain^ attack ^th fro nm miidonce 
and it is only ^ co-operative structure, based on ^be 
and fo-op^mtion of the State, that can withstand such attack. 

“ The organisation that we propose for “>® S’**™*”® "r^ve^^ ^st^to*. 

^illetLrofhrlS ^trocf 

»nd“str..1tS .ulf rrNaJr thattlirconstitnted 

• the ultimate guarantee of progress . 

The scheme was carefully exammcd Mmn »g 

proaclied it with commercial and busiucss propo- 

Slate-owned organisation a scheme of loans at low interest for the acqui- 
sition. It was generdly ^ . i subsidies would be more appropnate 

eition of tonnage combined It liowcver, appeared that Government 

in the conditions obtaining m loans, and eventually 

The following set-up has been evolved since, namely : 

(a) that three corporations should be set up each with an authorised capita, 
of Rs- 10 crores, to be subscribed in the following proportions . 

(1) 51% hy Government : 

12) 26®'a by the Shipping Company, or block of Companies, which 
would be entrusted with the Managing Agency of the Corporation: 

(3) 23% by the public. If the share of tlie public contribution did not 
materialise, the some would be provided by Government. 

{h) The operational distribution of trades between tlie corporations w'ould 
be as under : — 


The First Corporation : 

India/Persian Gulf. 

India/Red Sea and Egyptian Ports. 
India/China and Japan. 

Indio/ Australia . 
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The Second Corporalion : 

India/America. 

India/Malaya and ihe Straits. 

The Third Corporation : 

India/East and South Africa. 

India/U. K. 

SI SV" 

private capital to it. Ihis exp ^-evailins shyness of private capital, which 

which it is unnecessary .^'{P 1 the cLntry in other directions, has. 

has held up the Shipping Industry.. 

also been responsible for the^ unfor^^^^ t^^p country to retuni to- 

It is difficult to say how Ion .„cover conddence sufficiently to be attracted, 

normal and for private capital to recoi interests of the country 

to the Shipping Industry. In ic „rov.+h of the Shipping Industry to be held- 

it would not be feems that both the Industry and the Gov- 

up for the above or other reasons it practical ways of aeffiev- 

eminent must put their he^ g . ^ j.|^g memorandum under the head 

!< ghaitrTRigL^^^^ ^ 

helpful indications. _ 

The Three Corporation Scheme covers India’s trades w.th oountr.es of all Con- 
tinents each dealing vdth two Continents e.g., 

I. Asia and Oceania 

II. Europe and Africa 

III. North and South America. 

It is very scientific^n 

ErsirS theTr stailarity of din, ate. production, contiguity or poht.cal assoc.at.om 

Mian Tonnage TargH. in TMco] . ndia u iih Sisicen .■ i 

{ 1938 ) 


liulian Tonnage Targets i 


Regions 


Total 

trudo 

$000,000 


Grose 

Tonimgo 

Target 


No. of 
Stoanicre 
of 7«Kl0 
G. R. T. 


I. Tropical Agricultural and Mineral— South ^ 

Ea«t Asia ' 

2 Agricultural and Industrial — Japan. Korea ^ 125.000 I& 

and Fonnoea • • • * , . • 

3 Agricultural— China and other Continental Asia- 120.000 17 

tic countries • * • ' * ^ 

b^Tmaifa St's 

bin ‘hie table. 
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4 . 

5 . 

6 . 

7. 


8 . 

9. 


10 . 

11 . 

12 . 

13. 

14. 


15. 


IG. 


Begions 


Total 

trade 

$000,000 


Grose 

Tonnage 

Target 


No. of 
Steamers 
of 7000 
G.R.T. 

t 


Agricultural — ' Oceanic Islands . . . 

Agricultural — Industrial — Northern, North 
America ...•••• 
Agricultural — Industrial XJ. S..A. . 

Mineral Producing — Latin America 
Tropical Agricultural — l^iatin America 
Non-tropical Agricultural — Latin America 
Industrial — Continental Europe . 
Agricultural — Continental Europe 

Industrial and Agricultural— Non-Continental 
Europe 

Agricultural and Industrial — Union of Soviet 
Socialist Republic of Russia . . 

Temperate Agricultural Zone of North 
Africa 

Tropical .Agricultural Zone of Africa . 

Mining Ztmo of South .Africa . » . . 


Total . 


23 

30,000 

4 

11 

15,000 

2 

95 

130,000 

19 

3 

7,000 

1 

9 

10,000 

1 

IS 

25,000 

4 

259 

355,000 

60 

22 

30,000 

4 

383 

530,000 

76 

1 

7,000 

1 

7 

10,000 

1 

44 

00,000 

9 

14 

20,000 

3 

■1,07 

1,629,000 

218 


2 ^'^ p, The e figures of 1938 present a picture of India’s trade position then. Trades 

with different groups of countries have since materially altered, e.g., as with U.S.A. 
Bv 1049, the total trade has tended to approximate the pre-war figure and the 
ttwgot is adequate to moot the requirements of India s trades when returned to 

normalcy. 

The above regions are covered as under : — 

FiBST SnippiNa Corporation : 

Asia and Oceania : 


Exports 

1938 

($ 000 , 000 ) 


Export 

Per- 

centage 


( 1 ) TropicaU AgricuUural and Mineral — Soulh-East Aifia, 

' consisting mainly of Siam, British possessions in Malaya 

and Borneo, French Indo-China, Indonesia and 
Philippines 

(2) Industrial and AgricuUural Ttegion of Japan, 
Korea and Formosa ...... 

(3) AgricuUural — China and other Continental Asiatic 
countries, including those of the Middle East . 

(4) Agricultural^ Oceanic Islands comprised mainly of Aus- 
tralia and New Zealand ...... 


1,000 

4-6 

817 

3-7 

787 

3-6 

776 

3-5 


3,380 


16*4 
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Second Shippino Corporation ; 

Europe and Africa t 


(5) 


( 6 ) 


Franck 

Sweden, Switzerland . • • • 

Portugal, Rumania, Spam, J urKoj , i 

AaricuUural and Indus, rial -Vnion of Ihc Sor.s, 
Socialist liepubhcM : . ■ ■ ‘ 

Tempera,, A,ricu„ural zone of Xor,h A/riea consisting of 

(10) Tropiea, AejricnUura, tone ^ 

St ^ SnUr'Afric. ns acinoa 

below: . 


(7) 


( 8 ) 


< 9 ) 


Exports 

1038 

^$<100, 000) 

Export 
per- 
cent ago 

0,173 

2H -2 

1.895 

8 C 

2,410 

) 1 -0 

25-7 

I -2 

17 

1 -9 

236 

11 

1 1 ,350 

53 7 


Third Shipping Corporation 


North and South America : 

^n) Aori,ul,ural.lndu„ria,.Xor,l.ern America containing 

Canada ■ • * ' 

(13) Jndas,na,.A,ricuUura,-Uni,ed States o/ Ammca 

<“> >^l?irc5;ro''Siaao"rS^^ 

and the Guianas . • • ‘ 

in the North . • ' ' 

aei Non.tropicol Agricultural-Latin America, covering _ 

Argentine. Paraguay and Uruguay . 

Grand Total 


U15 

3,112 


834 


677 


510 


6,048 


21,517 


4 '2 
14 2 


3-8 


3 1 


2 -3 


27-6 


100 0 
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Indian capital for Indian shipping 


3s 


Tno extent to which a nation may industrialise primarily depends onitj oapM 

resources. Capital is the life blood of trade and industry. It 

in the fitne.s 3 of things if, at this juncture, a brief survey is held of the capital 

invostmont of our country. 

It is commonly aUegcd that Indian capiUl is shy for investment in the mode^ 
productive industry worked by pow^r-driven machmery on a largo scal^ and w- 
ga'-ed in largo scale production as much for home consumption m for ^ 

direct rantact between the producer and the consumer, which was 
of the d \ya when these industries wore working on a relatively smaU s^le fw knoTO 
local market has disappeared ; and production has become m^ and “ 

indjfinito market, whether within or outside the county. The 
capitalist of these dvys with rolatirely smaU amount to mv^t fought sby of such 
invoitmjnt mainly bec mso he w.vs unfamiliar with the technical side of the now 
tyn 3 of indu.try.^ Tiio mwkoting of its produce, likomse. or the business si^ of 
th\t indastrv was undor conditions also unfamdiar to him. Tne one 
success in comnatition was Ucking for Indian enterprise in indujtry, as the foreigne 

was more favoured. 

In the early dvys of British rale in India, therefore, Indian capitol kept away 
fro.u“XVpo of Iu<lu 3 try, and cc.nHncd itsetf to the eas er role of finmoing 

local, small scale industry, or conducting local trade. 

In proportion, however, as the nationalist 

I 9 S 3 to such ef 

fnfa^riicfllotrrmts rSn‘c%hal, tirough foreign and partic^arly Brifeh 
investment in Indian industry has not disappeared. Indian capital investment 
n m‘rrn industry is stc.idily expanding since 1923, though oven now it is not m 
pro;»rtion to tlio Vast loew.iy to bo m'do up. and the immense resources aw. iting 

development. 

Wliether ludiem eapitol is still shy i^ difficult to decide in the ahsonce of ade- 
niiiifa fl‘t‘ on the subject. Tiie volume of total investment m all kinds of jomt 
2t , k r^gieJered in India, and having rupee capiUl, in 1937-38 was 

eiven at Rs.85l’2l croros authorised, of which Rs. 279*17 crores was paid up. 
These fi"urc .5 are ton years out of d'.tc. According to a careful inquiry made by 
the Report of the Sub-Committco on Industrial Finance, appomted by the Natio^ 
Planning Committee, for 1,024 companies n^gisterod in India with Rupee Capital 
in 11 principal industries including Railways, but not Shipping, there was * *0^ 
paid up capital of 352*22 cioros at the end of 1946-47. But ev^en in 1937-38, the 
total number of Registered Companies in India was, according to official statistics, 
11, .372 ; so that the above figure of Joint Stock Companies e-t work in India re- 
presents not even a tenth of the total such enterprise. In addition, there wore in 
1937-38, working in Ttulie., but registered outsid*' India, 884 companies ivith a paid 
up capital of £127-883 millions, equal to Rs. 1180-34 crorcs. Even assuming that 
foreign investment has in recent years d K'lin^d mostly by transfer to Indian owner- 

ylup, the capital actually invested in Joint Stock industrial enterprise cannot be 

le.ss than Rs. 1500 crores ; probably much more. Add to it, the capital employed 
by individuid or partnership ventures, in small and large scale industry and business, 
the aggregate cannot be under Rs. 3,000 crores without reckoning the fixed and 
demand deposits in banks aggregating nearly Rs. 1000 crores. This is not a fRgli- 
gible figure. 


a 


♦ Sec Appendix VII. 
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The institutions and devices, J^f^^^ed^and 

available capM for “^Xraentary stage, still, in this country. Banks 

appropriat- channels, are also m an jj The prcdoniinence. moreo\cr, 

and credit thcilities are confined to a coura<Mng an swlequato vol- 

of fin^Mice capital rather less profitable ciUorprise is unavoidable 

uruj of iwrmaiiont investment m A dUcover, mobilise and employ all 

To correct those our formed, specialised institutions, de- 

aVailablo as well as new capital tha The institution establislu d 

vioes, and properly trained Industrial Finance Corporation. n><^- 

last year by the Government of . example of the progress neccs- 

cificaUy designed to provide removed. If adequate investigation 

sary, if this initial handicap . the capital still remaining unemp byed, or 

ts made of the sources of capital Indian sociedy, and 

locked up in in^st^^^^^ comprehensive plan of intensive mdus- 

It may further be a<ld“d that hick of c^lpital can »)e reuu-dkML 

or enterprise. r« r ^- • 

“The G:>vernm 3 nt of India and enter- 

national interest. „5,i.,t5nn 

“ SuiUblc legislation will be ^ 7 '-' 'll 

"-.uS tw tuo ,...,>0.0 of cveatoaU,- ropfu-o, 
loroija exports «ill bo ip.Utod upou. 

.. T.ro Govorom^tt of I,t.lia .ro ff e^- 

dovolopmont of tliorc ^.qLllv roirdy to oxt.-.ld Iboir ossrstonee to 

clusiveW for State enterprise. Plioy ^ •’ iudustrial field, and m parU- 

unjustifiable burdens on the iaviug and productive inve.hment 

uis: s::Sio; «f woaih, t., . .....u «ection oft,. popu,at,ou. 

. . Tire Govoramcat of 


«s having been responsible for its limited beginnings in 1919 and 1941 respectively. 
The largest steamship company of this country was floated with a feirly adequate 
paid-up capital in the first instance for the coastal trade. And when the mthlras 
competition of the foreign concern operating in Indian waters brought heavy and 
repeated losses, a considerable portion of that capital was cheerfuSy written off 
to meet these losses. The investor did not hesitate to bear this sacrifice rather 
t>-''.n see a vital national enterprise die out for lack of life-blood needed for main- 
training that enterprise. It was a struggle of the lion and the mouse, in which the 
1 ion had at last to cry for quarter, not because its strength was exhausted, or be- 
cause it was ensnared ; but beciiuse of the equally determined hont put up by the 
moaso, i.e., the Indian Capitalist. As the wind began to turn on account of extrane- 
ous reasons, and not because of any si)ecial encouragement, assistance, or protection 
by the then Government of the country, the Indian enterprise naturally sought to 
make good its footing. The new capitjil required for expansion of the service and 
taking the incTeased share in the coastal trade of the country as well as venturing 
fartJior a field, was readily raised in the shape of additional shares. 

Even when it started the basic industry of ship-building it got hardly an>' sup- 
port or assistance from the Government of the land except what the unavoidable 
necessities of the war forced upon them to concede. The Indian investor was able 
to j)ro\'ide capital needed to make a reasonable beginning, in a relatively virgin 
field, so far as modern type of ocean-going sliip-building was concerned. 

Tlu* liandicaps upoh Indian construction of fairly large-sized cargo vessels or 
liners suitable and economic for overseas trade, were even more tlian on merely 
opeiMting ships bought or cliartcred from abroad. Nevertheless Government 
moved not a finger to help it to tide over the initial difficulties. 


Since the war, and particularly because of the conditions in the post-war world, 
in India and outside, Indian shipping is meeting >vith adverse times. The heavy 
cost of replacement of sliips lost during the war, the increased labour and material 
costs, and the immense wastage of time through delays occasioned by dock conges- 
tion etc., have increased the operating costs • ^nnously, and the working of the 
entor]>iisc means h^avy and recurrent loss' Notwithstanding the losses and 
still more losses, if timely and adequate assi&.ance were given by the Government 
of the country, which now has not even the excuse of being alien in complexion or 
symj)athy, on the lines and precedents provided by other countries under similar 
situations, there is every reason to believe that Indian shipping enterprise and 
modern shipbuilding industry would continue to keep its head above water, and 
make its contribution to the general progress of the country’s industry, commerce 
and national security. 


With regard to foreign capital and the Sliipping Industry, it would be realised 
that by the very nature of things Shipping is not on the same footing as the other 
industries. Whereas the Constituent Assembly by their Resolution of the 6th 
April 1948 welcomed foreign cajiital in aid of Indian Industries, the same source 
needs to be sedulously kept out so far os the shipping industry is concerned. Ship* 
ping is a National asset, much more than any other industry, both in times of peace 
and war, and should thert^fore bo made to thrive on national resources oily whether 
priv'ato, jiublic or governmental. 

It is earnestly hoped that the Commission will give tlieir most active and sym- 
jiathetic consideration to the suggestions regarding shipping fuiance offered in the 
Sections on “ Our Chart-r of Riglits ” and “ Declaration of Policy ” and make 
fav'ourablo recommendations wiiich would support, maintain and expand this vital 
national industry to it« fiillest legitimate proportions. 
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Training of Technical Personnel of the Shipping Services and Establishmeni of 
Navtical College, Apprenticeship, etc. 

Tlie immediate goal of the Shipping Industry in India as onvisago<l by the- 
Shinning Policy Sub-Committee, ami the Govornmont in tlie.r subsequent pronouneo 
ment is to teach a gross tonnage of two million tons m the next ,5, '7 years. I hi.s 
™xpanSon on a large scale would naturally necessitate the procurement of suitable 
techidLl staff to inL the stcamois. It is not possible to give at lus stage an exact 
!^tLiato of the number of officers tliat would bo required both above and bidow 
S It is however, estimated that at the very least about LoOO eer ified Ileck 
Officers and 1 000 certiHed Engineers would bo the mimed, ate demand during tins 
°rS period The Government foresaw this^huge demand and to nice it very 
wL^lv appointed a Merchant Navy Officers' Traiumg Committee under the 

Mffiistry of Commerce in October 1947. Tins Committee, under the Cliiiir- 
ma!!^hip rf Capt. H L. DavU, submitted its report to the Government on the 20th 

December 1947. 

The recommendations of this Committee have bwn adopteil by thc> Govern- 
ihe has been cstabU.sliecl at Bombay to tram E.vcfutivo 

Xk^OffiL^ The Go'^rnment liave also institutol a Marine Engineering Col- 
(VecK v^uct5ie>; anrl fhfhTct IS a DFODOsal to open further Nautical and 

lego at ^ CoUeg^s at Vishakapatnam and Cochin. Those colleges would 

Marmo Enginec S 8 , Merchant Marino in due course of time. This, of 

no [fll immediate needs and to obviate this difficulty the Govem- 

lX’erelrag“l “sC owners to take direct apprenti^. They also 
S^^^d pre s2 training courses for educated young men to be taken up as direct 

apprentices. 

Tx M annear that adequate provision has been made to supply 

to the rnd^irtrek”reqremenr^ the^hape" of Executive Officers and Marino 

Engineers. 

So far as the training of the Deck and the Engine Room Crew ^ concerned, 
there 1 not appear to be“concrete proposals from the Government m this behalf. 

There is however, no doubt that India has a fine batch of men in their sea- 

faring eXmunity. Despite the fact that a largo number of them have to be en- 
tarmg cominuiu y fhoir lower wages more than compensate for 

gaged as '“'"XwrlmwXvffig a baTaLe ffi their favour in tL bargain, 
their numerically g eharce is well%-ounded, the fault lies not so rnucli with the 
Insofar.howov . th h g of insufficient education and 

S m '^h^usual conditions of work, and the general habits and customs of the 
training, ino over-zeal or efficiency. Plant and machmory which 

many ca .^3 are worn out or obsolete, naturaUy do not yield comparable results, 
m many cases “ . . for over a century, and ceaseless o.\ploita- 

' fXe Und andlteXpl^ benefit has engendered a feeling of in- 

turn of the land ^ ? s gojours the thought and work and general attitude 

our oeople The sailora share that sentiment in their own way and 
of all of They lack a sense of identity of interests- 

apply it all y ^ ot put out the best that Ues in them. The war- 

in their emplo^ent,and^so 

CoS i^gement showed that, man for man, and with comparable conations. 

rSn-^L wae ahle^to y« the -0^-140^“ ^o'dlSor “ iTkX 
M^n LilofwouldKv the same or comparable efficiency as his prototype in other 
countries. 

It is to bo hoped that Government wiU bring out a suitable scheme for the 
training and educato of the Indian seamen at an early date. 
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With regard to the absorption of Apprentices by Shipowners, it would not be 
out of place to mention that tlie capacity of a sliip both as far as tho living quarters 
and of tlie lifeboat is concerned is limited. Shlpo^vno^s are. therefore, perforce 
cLpelled to enlarge this accommodation on their existii^r tonnage at coimde^ 
able expense to meet tho wishes of the Government m this behalf. It would, there- 
fore be^Ln the fitness of things, if, in the interests of the nation as a whole Govern- 
men’t would consider sharing this expease witli the shipowners. In considermg this 
“ggestion tho Government' may kindly bear in mind that the ^ 

spSml at tho prasent day rates of wages and prices, somethmg over 15,000 on 
the .uaintenance and education of each apprentice. the period of his appr^^^^^ 

shin i e four years. This oxiiondituro, of course, is extra to that which tho ship- 
owlier has to bLr in , reviding living and life-boat accommodation for the appren- 
tices. 

Whilst on the subject of apprentices, it may be mentioned that various steamer 
companie.s have their own forms of Indenture. It has been reputedly l^^ought to 
the notice of the Government that there bo a common form of indenture so that the 
apprentices arc attracted equally to aU the lines offermg this facihty. 

Inland Water, Transport Industry and Service 

Material Developments have taken place since the end of the war m our water 
cirria.^e iiidnstrv,— inland, coastal and overseas, which hold out considerable 
proniise of a brigiit future, though tho implementation of the poUcy announced is 

slow and halting. 

Inlan.l waterway*, hart been practically choked by the developmont of raih 
wav. and tho erowtii of incchanised road transport.. Attention has, therefore, to 
1 , n ir ic ularlv devoted to this branch of the service as well as the industry on wluch 
it ir ■ so 1 Before tlio railway came to India, inland water transport was highly 
dei cloped Idle railways proved fatal to this cheap, indigenous form, which has 
not i.rocrcsscd in parallel with rail and road development as m other countries, 
li ■ranee Germany, or the U.S.A. There are parts in the country whore nver 
or canal na’viuation is still active. In Madras, tlie Gc^avari Canals, toe KistD® 
fiiMils the W’est Coast Canals and Bc^laraiiniyam Canals, are still important high- 
^^a^Vfo^ water transport, which provides cheap and rca<ly mode of access to all 
market.^ Iraiiortiint watorwavs are also found in East and West Bengal. Cal- 
cutta thi- largest sca-port in India, depends very considerably for its trade both 
wavs'iiiion its waterway communications. About 25% of the merchandise which 
iiita Calcutta from the rest of India is waterborne, of which no less than 63 
p.T .vnt c..rnc-s from Assam. About 32 per cent of the exports is earned by w^r, 
itid of this 72 JUT cent goes to Assam. The total inland water-borne traffic of Cal- 
. iitta am. Hints to approximately 45,00,000 tons, of which 34 per cent is carried by 
inliiiul stcemcr.s and 00 per cent by country boats. In 1945, 1,04,00,000 passengers 
wfTc eanii'd by steamer service in East and West Bengal. 

Altogether it has been estimatwl that the amount of boat traffic over Govern- 
ment inaiiituuicd channels is in the neighbourbo<jd of 250 million ton miles per 
annum ; barely one per cent of the pre-war gooiis traffic by railway. It is, there- 
fore, obvious that, as matters stand today, inland water transport forms an insigni- 
ticant proportion of the nation’s transport services. But that cannot deny the tre- 
mendous scope for water transport expansion which is available. 

As against 45.(KiO miles of railroad tracks, the total length of waterways in 
undivifkd' India with perennial streams was about 25,tMJ0 miles, comprising 10,000 
miles of rivers and 15,0»>0 miles of canals. Of the former, as many as 6,000 miles are 
navigable to a minimum ot about three feet draught, and of these about 5,000 
miles are in tlie north-east of India, comprising the provinces of old Bengal and 
Assam. These are worked increasingly by power-driven boats of comparatively 
all load and low draught tliough neither sailing craft nor tugged barges are 
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unknown on the rivers of India. The basic industry for i.uilding such ves.scls, with all 
their accessories and equipment is in a rudimentary stage, onrl needs very intensive, 
ly to be encouraged if the yet undeveloped resources of the country arc to be fully 
exploited and utUised. Even for the minor task of repairs India is yet rather poorl> 
equipped. The question of improving India’s natural waterways is receiving clo^ 
attention of the local Governments. The Central Waterways Irrigation and Na^i- 
gation Commission is endeavouring to co-ordinate these effort.s on a country«ido 
scale and on a multi-purpose basis. 

Conservation of water resources on a multi-purposo ba.sis offers the following 
potential new navigable waterways or the resuscitation of old ones : 


I. Bengal {East and West): 

(а) A now canal to connect the coal fields of Bengal and Bihar with the 

port of Calcutta. 

(б) Resuscitation of the Bhagiralhi route to the Ganges’. 

(c) Resuscitation of the inner boat route connecting CalcutU to East Bengal 

to shorten the existing route by 50%. 

(d) Resuscitation of the river routes to North Bengal as visualised in the 

Tista Valley Project. 

(e) Resuscitation of the old Brahmaputra and Bhalleshwari rivers in the 

Dacca and MjTnensingh districts. 


Resuscitation of the Diking, Dihu, Dhansiri and Kalung rivers in Upper 
Assam. 


m. Bihar : 

(а) Resuscitation of the Gandak and Kosi scries of rivers. 

(б) Extension of navigation on the Sone river for about 150 miles as ^-isualisod 

in the Sone Valley Project. 

rV. United Provinces and Central India : 

(a) Resuscitation of the Gogra river which would afford navigation facUities 

up to Fyzabad as in former days. 

(b) Flood control on the Betwa and Chembal rivers holds promise of ample 
' ^ discharge in the dry season, to permit navigation on the Jumna from 

Ettawa to Allahabad and on to Calcutta eta the Ganges. 

V The Narmada and Tupti pass through the Central Provinces and a 

' number of States before they join the Arabian Sea m the Bombay Pre- 

sidency. Investigations are in progress to aiwess the value of those 
rivers for multi-purpose development including navigation. 

VT Possible development of the Godavari, Pranliita, Wardha, and Waiganga 

rivers suggest other main lines of communication and takmg mto con- 
sideration the possible development of the Tapti river it may bo found 
practicable to obtain a transcontinental line by connectmg the Wardlia 
and Tapti rivers. 

VIJ» Orissa : 

(a) The Orissa coastal canal between the Hooghly and Dharnia rivers, to- 
' ' gather with an extension of the Mahanadi delta system to link wnth the 

Madras canal system would afford inland navigation from Assam to 

Madras. 

(b) The Mahanadi Project visualises the provision of navigational facility 
' ’ on the Mahanadi river to Sambolpur about 300 miles from the sea. 


VTIf. East Punjab, West Punjab, Sind : 

Resuscitation of the rivers Indus, Chenab and Sutlej would rratore 
26,000 miles of river communication to their former navigability, but 
the interests of established irrigation may stand in the way of reviving 
these communications to any extent. 

These, when in full workbig order, will provide a good supplement to the 
roads and railways for heavy, long distance traffic, which cannot bear high freight 
rates. The economics of water transport have already been examined sufficiently 
to explain and justify this expectation. The boat-buUding industry, and all ita 
coimecte<l or subsidiary industries, actively encouraged and properly develop^ 
would offer work to thousands of skilled aiul unskilled operatives in perennial ship- 
yards, without counting the still greater scope for profitable emplojnnent of I'lbour 
'and capital in such transport bu.siness, fishing, and even the national navy. 


Coastal and Overseas Transport 

As it-ganls coiistal and overseas shipping industry, right up to the eve of the 
World War II, practically all available traffic on the coasts of India was monopolised 
by British aj\fl foreign shipping concerns. They had large fleets, wide connections, 
aiid inniimorable ways of keeping up their monopoly. The small struggling Indian 
enterprise, which had from time to time entered the field particularly after World 
War I, was sought to bo throttled out of existence in the very first years of its life by 
the many and varied devices at the command of the foreign shipowners. The 
Briti.sh Government of India supported those outside interests by such aids as postal 
mails subsidies stores carriage, troops transport and passage for Government ser- 
vants on leave, deputation, or otherwise. 


The Indian demand for abolition of some of these devices by legislation, and 
reservations of at least the coastal trade for ships owned, manned and controlled 
by Indian enterprise, was at first strongly opposed and defeated, and then restricted 
by ugroomont to a small slice of that bu.siness. 

During the war, liowovor, and because of the shortage of freight and the dis- 
proportionate incToaso in traffic duo to the war the advantages of having an ade- 
quate Indian Mercantile Marine were realised, if only to fill up the gap in such an 
emergency left by the foreign shipping. British ships were either destroyed in 
largo nuinbons by mines or submarine.s ; or diverted to more urgent services as 
auxiliaries to the Koyal Navy, transport of troops, stores, equipment and armament 
to the theutres’of the war and vice versa. Indian-owned ships vrore also command- 
eere'l for such service. With the acquisition of Independence, India’s need 
in this behalf was felt more than c\-er urgent. The growing consciousness of na- 
tional self-sufficiency in such essential industries, services or utilities, has intensifiod 
the demand for increasing a national Mercantile Marine, owmed, manned and con- 
trolled by tho Indian. 


Coastal Trade of India 

The phrase “ The Coastal Trade of India ” has history behind it. In shipping 
circles it covers the trade between tlie parts of India, Burma, Ceylon and Pakistan 
As is well-known until 1937 and 1947, Burma and Pakistan w^ere parts of one 
India and the island of Ceylon was regarded iis an a<ljunct of the Sub-Continent, 
The trade between those four countries can no\v be called tho contiguous coasta 
trade of India, Burma, Ceylon and Pakistan as distinct from the pure coastal trad 
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of the countries concerned. The following table gives the cargo tons mov'ctl in 
these trades by British, Indian and Pakistan ships for the year ending 30tli June 
1949. 


Trades. 


1. India-Burma-Coylon-Pakiston 

2. Inier*India 

3. Indo-Pakistun 

4. Indo-Burroa . 

5. Inclo-Coylon 

6. Burma*Ceylon 

7. Burina-Pukistan 

8. CeyloU'Pakistan 

9. InU^r-Paklstuii 


Total 

Tons. 

British 

Indian 

1 

I’akUtun 

1 53,82,355* 

29,05,509 

1 

! 19.30.1.76 

1 

1 

' 4.50,628 

28,62,314 

13.86.217 

f 

14.3S..343 

37.754 

1 

S.615,514 

4.17.610 

1.87.465 

2.61.437 

6.36. 1S« i 

5.t2.7MS 

I.23.47S 1 

• ♦ 

4.37.m)2 i 

1 

4.05.96S 

24.696 1 

7.298 

3.03.155 1 

1.74.465 

1 

I.2S.68S 

* » 

23.721 1 

16.S(i2 

6.M!) 

« 

25).3SS 

27.977 

k9 

1.322 

1 2.23.117 , 

1 ) 

.73 *<22 

20.47S 

I.4S,.S17 





laes. 

Stalement >ihowin</ tonnage (Cargo Ve^scU onlg) primarihj cm, logoi jn trade hg rnno^ 

shipping com,janic*, Indian ne well as non./nduiu. jdi.ing on the ( ontofcnt oj h<d,a a^ or, 

l.ll.lUlfi. 


1 

OWNF.I) 

1 ClIAltTKKKIi 

j 

'I'OT.VI. 

Names of Companies 

No. of 
vessel w 

1 

1 

G.P .T. 

No. of 

V(*S.sOls 

1 

1 

(j.it.’r. 

N'o. ..r 

(l.H.T. 

INDIAN COMPANIES : 

1, Ambica S. N. Co. Et<i. 

3 

2,739 

2 

! 

S,7.7I 


1 1.490 

2. Bbnrut Lino, Ltd. 

10 

43,647 

• ♦ 

« « 

10 

1 

43,647 

3, Clmndbali Stoomor Service, Ltd. 

2 

1,273 

» • 


•> 

1 

1.237 

4 . Cufriinbhoy Loljo Sajun 

$ ♦ 

• « 

o 

1 

4,810 

•> 

4.840 

6. Dominion Trading Co. 

• ♦ 

• . 

1 

1 

4.818 

I 

1 

4,818 

6, Groat Eaatom Shipping Co. Ltd. 

2 

1 1 .535 

i 

20,524 

0 

1 

32.0.59 

7. India Puci6c Navigation Co. 

1 # 

1 « 

1 

1 

.> ,055 

1 

.7.0.55 

India Stoamsbip Co. Ltd. . 

• • 


2 

3.972 

.> 

3.972 

9. Jayabharafc S. N. Co. Ltd. . 

1 

083 

« • 

. a 

1 

983 

10. Malobar Steamship Co. Ltd. 

1 

8.57 

' 3 

1 

9,870 

4 

10,727 

11. Morebant Stoam Navigation Co. . 

2 

2.182 

• . 


2 

2,182 

12. National Steamship Co, Ltd. 

1 

1.048 

♦ » 

4 • 

1 

1,648 


18 M. of Com. 
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OWSHD 

Chabtbbbd 

Total 

Names of Companies 

No* of 

, vessels 

1 

G.R.T. 

No. of 
vessels 

O.R.T. 

No. of 
vessels 

a.R.T. 

13. New Dholora Steamships Ltd. 

2 

6.540 


% 

2 

6,546 

1 

14. Sc India Sto^im Navigation Co. Ltd. i 

15 

71,929 

1 

1 

4 • 

4 4 

15 

71,929 

A ‘'<f!oci(Ucd Cofnpan us 


1 





(1) Bfiigal Burma S. N. Co. (Cargo* 

1 

4,808 

« • 

4 4 

1 

1 

4,808 

<*uni«Va<H*>ngor). 1 

9 

18,128 



9 

18,128 

( 2 ) Bombay Stoain Nav. Co. . 

• % 


1 

967 

(3) ICastoro Steam Nav. Co. . . i 

1 

907 

• • 

• « 


l.l. Sfuitli Ka<t A'^ia Shipping Co. Ltd. 

o 

1.555 

• « 

♦ 4 

2 

1,556 

Hi. Swii'lovlii Stearnsliips, Ltd. . 



1 

1,763 

1 

1.703 

• • 

1 



I'OT.UJ 

f 


16 

59,593 


2,28,390 

BUrnSH COMPANIES. 
t7. A'^iafi. S. N. (.’o. Ltd. 

I S. (udia S. N. Co. (including 

^ 

17 

25 

90.068 

1,29.401 

12 

• • 

84,080 

17 

37 

00,068 

2,13,641 

P . ' L'^'T W*<>ols). 

* 




1 


f^\KlSTAX rOMTANlF^S: 

\W»:4t Stoiunsliip Co. 
jn. Mull nnmtidi St on mshii> Co. 

i 

5 

4 

19,919 

23,500 

4 

3 

21,144 

16,833 

1 

9 

7 

41,063 

40,333 

Ul. Karavlii S team Navigation . 

1 

about 

1,877 

• 4 

» • 

1 

1,877 

OitAXD Total 

, 104 

4.33,022 

35 


j 139 

6,15,272 


filalemcnt showing total lonitage aimed by Indian Companies 



No. of Vessels 

Gross Tons 

Krnp'of/ed in Coa-ital trade: 

C* irgo 

Pa m I ' l^T ve^ssts . 
b\)r.-ie^ anti launches 

52 

•> 

21 

168,800 

9,200 

2,500 

R np^’jycd in Overseas trade: 

ScincUa S. N. Co. 

India S. S . Co. 

Govt, of I ndia 

10 

8 

2 

180,500 

70,000 

60,600 

14,400 



145,000 

PAss3ager : Semdia 


17,500 



162,600 

Oband T otal 


343,000 
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Conferen4yt8 

Conferences are associations of shipowners intend^ to provide, 
routes served by the members, regular services throughout the , 

oonferencD was started some 70 years ago at Calcutta to scrre the t™'*- " 

United Kingdom. Since then, owing to the useful imrpose they serve, both ^ 
the point of view of the shipowners and shippers, their number has 6™'''' ‘ , 

they cover almost all the important trado-routas of the world. Tho •'‘ttorcl 
toniage, no doubt, is still available and is operating o'* 

amount of tonnage so operating is small as compare 1 with its figi * c • 

Xhl War and Ln beVore the second World War, So f- - Iiii i.a is con^rned, 
the Conferences cover its coastal and overseas trades. Tl.e « ast.il conic 
covers India, Burma, Pakistan and Ceylon of winch the nrer 

three large countries wore undivided wliole until Burma was separated an 1 
IlX ' hvfded The overseas trade of India is covered by conforonces generally 

concerned with the East Coast and We.st Coast of the /'"f, eric i 

Just as the East Coast of India wa.s first covered liy th« eokferenoe 

trade may he said to bo the last to lie so covered Tlie ^ K. ['nahmu 

covering Karachi-Bornbay-lMovmuaao range, has } ; ; . r 

the West-Coast America Coiifereuco is in ,.rocess ot j, . 

to note that at tlie instance of Government ^he of ^^bhip, 

operating theu* vessels overseas to I'. K. an l u.o.- • 
of respective conierenees. 

As is well known the Indian irercantilo Marine made >fj< '>oh»t 
trade wliere it found its activities hirgoly hiuiipered hj'- >" ‘‘^h^ou to w. • , 

the practice of Deferred Rebiites paid, by tlie long ost^bhs ed British ' ‘or-ts . . 1 
there was naturally i. hue and cry against iC but ■‘^/orce abated afte t o co r l 

rerularte?4\i\7‘‘S.ldfjrrro^ 

seuisonal changes in various trades. 

Port Development 

r“h:;r4 f /r'Haib 

porte wore usixl considerably ^ ft o“ Seas trade, more har- 

?:u?:‘:o'::i?hte‘“otrl:dtJsmlll^^ ports modernised and developed. 

For a proper <lo-lopent of 

terminal facilities, m the ® P transport to anti from hintorland, is indispen- 

loading and unloading, storage h^w losses bv shipping concerns in India 

sable. One of the major causes ^eeen heavy bss^s by ah^pp^^„ 

“rJ:! « of available tonnage remedied and 

Lrt dues brought within economical limits. 

It may be a^ded that in the pla^ 

em^CS the importance of improving, expanding, and moderating 
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tlie general facilities at tlie existing major porta to cope with all foreseeable traffic 
demands. Anti-slump projects of Port Development, to be financed by interest- 
free loans from tlie Centre at the ports of Bombay, Cochin, Jladras and Calcutta, 
and other improvement and development works, financed entirely by the port 
authorities themselves, whether from loans or otherwise, amounting in all to ap- 
proximately Rs. 18 crores, are also contemplated. These works wiU add consider- 
ably to the capacity of the major ports, estimated to be about 25 milhon tons 
imports and exports. 

The Report of the Ports (Technical) Committee recommended major works at 
\'izagapatam. Madras, Bhatkal and Sika. Though the Port Development Com- 
niittee estimated the capacity of major ports at about 25 million tons, as adequate 
for the anticipated traffic of 22,000,000 tons, immediately after the war, the De- 
v(dopniont Committee thought “ that on the grounds of defence and strategic re- 
quirements of the country, and the industrial, agricultural and economic develop- 
ment. which is sure to take place in the near futiu-e, and also in view of the need for 
wider dispersal of port capacity throughout the country, a deep sea port on the 
ICast (’oast, where ships could safelj' enter at all times of the year and in all weather, 
is a great necessity 

AeeonlinLd\- the task of rlcvcloping Vizagapatam as a sheltered deep-sea port, 
\\ liii h t an aecouimodatc sliips ol at least upto 050 feet in length, with drafts up to 
fc-et was aecejited. and the tirst prioritj' to improvement at the entrance and 
ccn.stnirii.ui «.f new cargo, oil and coal quays, and graving dock, was granted. 

Tlic [lartition lUd not materially affect the scheme for Ports Development 
cNrrpt. that two of the major ports,— Karachi and Chittagong hive gone out of 
tlv Indian Cnion. Instead, one major port is to be established at Kandla in Cntch, 
iliaiiks mainlv to et)nsideration of a strategic character. 

Sh i phu ild imj Jndii-stn/ 

■(’he place (jf the slupbuikling industry in the country’s economy cannot be 
overstaU*<l. Till such time as we are able to have a well balanced fleet of ships, 
^hi^ industry will help us save a substantial portion of the imports. Thereafter, 
ami also in tlic nieaidinw. our lanls can accept orders from foreign countries, near 
and far off. and eonlrihnte substantially to our export trade. This is apart from the 
freight caniinirs. 

History records that the shipbuilding industry in India in ancient times was 
tin* c-u\ y of foreign shipbuilders. Only w'ith the advent of steam and iron ships and 
foreign rule, tlii.s industry languished. The various discriminatory measures adopted 
by tlie British Government made it impossible for even sliipping to thrive, let alone 
o\»r shipbuilding. A pioneer venture in modem shipbuilding Wiis made by Scindias 
ill iUU, when the foimdation stone of the Vizagapatam shipb uilding yard was 
laid hy the then President of the CJongress, Dr. Rajendra Prasad. 

The idea of constructing a modern shipbuilding yard was conceived by the 
iSeindia Company as early as 1019 pari passu with the flotation of the company. 
Due to the sudden and unexpected death of the foreign shipbuilding expert who h^ 
been commissioned at the time for this purpose, the project had to be shelved 
temporaril}'. It was, however, revived in 1933, when efforts were made to locate 
a suitable site first in Bombay, and later in Calcutta. Due to the unhelpful atti- 
tude of the authorities, both these places had to be dropped, and, after the outbreak 
of the war in 1939, the Scindia Company selected a site at Vizagapatam and estab- 
lished a shipbuildings yj^rd capable of building modern vessels upto 8,000/10,000 

tons. 

After eight years of strenuous efforts, during which the yard was temporarily 
dislocatetl for a few years due to the indifference of the authorities coupled Avith 
enemy bombing, the yard has launched three ocean-going steamers, of 8,(X)0 tons 
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each. The company’s investments in the yard so far total about 5 crores of 
rupees. 

It must be reaUsed that the shipbuilding industry in India being in an infant 
stage the cost of new ships constructed here is inevitably much higher than the 
cost of simUar ships built abroad. This is due to various causes among them being 
the difficulty of procuring the required quantity of steel, trained labour, etc .As- 
suming these %vill reach normal levels in course of tune, the point for considerat on 
is whether it would be an economically feasible proposition for tlus indi^try to 
Continue budding at the present high costs. The alternative is, perhaps, to clo^e 

down the industry. 

In considering these alternatives, the second proposition must be nJed out 
suicidal As regards the first proposition, it must be borne in mind that all the m- 
dustries of a country have in their infant stage stood m need of protection from 
Government and got it. The more so is such a protection needed in the case of a 
flhinbuilding’industry in view of its international character and exceptionnlly high 
S^t ThT only co^try in the world which is capable of producing ships at econo- 
tnical nrices is the U K., and that is because the industry of that wuntry is cen- 
Ws^oM Even in an kdva^^^ maritime country like the U.S.A. the cost of 
Sdina ahinsis muc^ more than in the U. K. The point to be co^idered in tl^ 

^ fKftt flip ahiDbuildiii^ industry of the U.S-A. has not been allowed to 
^nnee I because of the liigh cost of construction. The Government of the 

TtTT has adopted means by wliifh the industry has been subsidised to the e^nt to 

built in the U.S.A. yards could be on a par with that of the 
^ip'f the U.^K. This example provides a model for the Indian Govern- 

ment to adopt. 

Administrative Organisation 

Having considered the g^o^vt.h of Indian shipping and the Wcissitudes through 
n- i ^rhi. b^n nassing during the last few decades, as weU as the means by 
which our Bhipphrg Luld be developed to enable us to have a substantial participa- 
tion in the ovS Se, we shaU Aow consider the setting up of suitable maclimery 

to help us achieve our objectives. 

w . U • factor which will contribute to the proper develop- 

It is obvious the prim^^^^^^ 

ment rndThe'c^mmerce of the country of the part shipping plays in our ccomimy and 
ment ana tne v.Ajiimiiv machinery must necessarily therefore be a 

in times °f. nnjcnt and pror-iding representation for botli shipowners 

^I^mi" X RoconTuction 'policy lub-Committce of Shi.iping has re- 
and Yt- „ up of a Shipping Board to be presided over by an indepen- 

TTch"ai™an pofae “sig^ trafniiig and having as its members representatives 

dentUhairmanpo-acMii b j ®rcc The reason for t!»c judicial quahfa- 

of Government b ip provided by the fact that the question of shipping rates 

""^7? KithiJ^tUcir purview ; but sfficc then rates questions are being limited to 
might nresided over by a judicial officer. It would appear that 

ad /toe Rate ^^^‘buna s pre^ •j-Y Shipping Board. More- 

that particular acUvi y India have appointed a Director General of Ship- 

ping, ''‘^b hcadquart f.ncHtions of policy which naturally continue to remain 

nected with ^ 1 Commerce^ This new c-stablishinent must doiibt- 

with the /he v“a^^^ that have been brought together 

less have its ^ ^thc 

under its ^be -r^rPflti t,onnaae toclav, though it is more than double of 

authority, ^oreover » jj ^ reached even the figure of .‘150,000 

what it was before the WorUWa^^^^^^ 

tons. So over a Marine of today ie largely confined to coasta 1 

S“g mid the wtX question of sArving India’s Maritime trade with the country’s 


Mercantile Marine awaite development. Under the circumstances, in the opinion 
of the Association, the time has arrived for the establishment by Government of an 
Indian ]Maritime Commission in which the office of the Director-General as also of 
the Inland Water Transport Commission should be incorporated, thus brining 
under the Commission all the water-borne activities — ^Inland, Coastal and Over- 
seas — of the country. 

To begin with, the Commission might consist of three members and presided 
o^ er by the Director General of Shipping whose office ^vill be merged into the Com- 
mission. Of the remaining two members one should be conversant with and have 
experience of shipping and the other member to be recruited should have experience 
of the world of commerce. Among the objectives of the Commissiou would be the 
full development of the Inland Water Transport system of the country. As re- 
gards the coastal and overseas marine, it should see that, to quote the report of the 
Reconstruction Policy Sub-Conimittee, “ Indian tonnage must be enabled, within a 
very short time, to carry a very substantial portion of India’s overseas trade and a 
fair portioTi of tlio carrj’ing trades of the world That is, it should assist in the 
realisation of the target of two million tons. 

With this aim in view the Commission should consider all means of financing 
and otlierwise including subsidies and other forms of State aid etc., required to 
]>rovidc India ^itli on adequate and wcU balanced merchant fleet including vessels, 
of all t^ jies to jwoviile shipping sendees on all routes essential for maintaining the 
^lo^v of conunerce to and fiom India. 

.\inong the functions of the Commission ^\^ll be administration of all mer- 
cantile marine establishments, as ^^ell as shipping offices at ports, administration of 
Iiojts and liglithuuses as well as training ship Dufferin ”, administration of nauti- 
cal and marine engineering institutions, licensing, control of coastal shipping, ad- 
ministration of merchant shipi'ing laws and administration thereof, and generally 
all matter.- com eined with the development of the merchant nav^- of the country 
including those mentioned in the Charter of Rights and Declaration of Policy in the 
fol!(A\in" tiuL'cs. 


I )ift Ill'll'' I r,:-' iital Marlliin^ Con-t'ulfative Organisation 


! Ill 1 iiU i iTON '*) nineut al Marititne Consultative Organization is a specialised 
y atlai hed to the United Nations Organisation, on the linos of the I.T.O. and 
I .( .A.O.. to tieal with shijiping problems on international level. It emerged out 
ot the dis<iissions of the United Nations Maritime Conference at Geneva in 194S 
which was attended by tJO ninritimo countries including India. Tlie purposes of 
the (.>rgani.sati(tn are 

1. (u) 1Vi pii>\ ide niuchuierv for co-oi*eration among Governments in the 
li‘-M of Ciovernniemal rcirulation. and practices relating to technical 
tuatti i.-> of all kinds affecting shipping engaged in international trade; 
and t(.i encourage the general adoption of the highest practicable 
.standards in matters euncerning maritime safety and efficiency of 
navigation : 

(b) to enetiuiage the removal of discriminatory action and unnecessary 
restrif-ti(uis by (Tovcrnnicnts affecting shipping engaged in intemationsd 
trade so as to promote the availability of shipping services to the com- 
merce of the worhl without discrimination; assistance and encourage- 
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of all flags to take part in international trade , 

with Articles 2 , 3 ani 4 , 

lized Agency of the United Nations , 

(el to provide for the exchaoKo of information among Governments of 
misters under consideration by the Organisation. 

2 . The functions of the Organisation shaU be consultative and advisory. 

3. In order to achieve the purpose set out hr Article I, the functions of the 
Organisation shall be ; 

. •• „ Artir.lf> 4. to consider and make recommenda- 

(a) subject to the provusioiis of Ar ’a-HpIo i (,i) (6) and (c) that may be 

^ tions upon mutters of sVecialized Agency of 

re'SrNltl^nsir by ’any" oth"er £-40" 
or upon matters referred to it under Article 1 ( ) , 

to preside 

‘"ver— and to convene such eonforences as may 
be necessary : 

( 0 ) to provide machinery for consultation among members and the exchange 
of informutioii among Governments. 

4. in those .natters which a,rp^Jo urn dioa 

through the normal pr^ChhC opinion of the Organisation, any mattei ( n\- 

shall so recommend. concerns is incapable of seUle.ucit 

cerning unfair restrictive J business, or has m fact so 

through the normal the subject of direct negotiations between 

?^rMcrberre"o‘trnlt tie Organisation shall, at the request of one of those 
Member-s. consider the mattei-. 

Before examining the purposes 

Indian har73!^^^^ national support and encouragement m a 

nations of today ‘Yro thlv ^ ^ned the position they now occupy. Among the 
variety of forms before ” re craiiting of subsidies and bounties, 

manv mothod.s a^lopted by these preferLMice to national 

extending financial ^ ^ controUeil’ by Govormnont stipulating in 

bUaU.ial trade agreements that prebae 

of the or throe recent bilateral trade agreemea s tliat 

jnethods except ’ ^tias should be utilised lus much as possible tor the 

*^L“roftSl"ve"Vby the agroemente. This does not carry us far ; 
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without active assistance from Governinont, it would be next to impossible to 
develop national shipping. 

Let ns now examine the purposes of the Convention and see whether assistance 
extended by governments for the development of their national shipping comes 
within t!io scoy)e of the IMCO. The main purpose of the IMCO is to encourage the 
removal of discriminatory action and unnecessary restrictions by Governments 
affecting shipping engaged in international trade so as to promote the availability 
of sliipping services to tfic commerce of the world without discrimination. Obviously; 
financial help extemlefl by Governments does not constitute discriminatory action, 
nor do tlie steps taken to reserve coastal shipping, for the IMCO is concerned only 
with international tra<le. Will preference given 'by Government to national ships 
for the carriage of cargo owned or controlled by Government ho construed as dis- 
crimination' It should not be, for it has been a recognised practice in maritime 
countries for national shippers to give preference to national ships. So far as 
Government cargo is concerned, Government is certainly in the position of a shipper 
and has the right to choose its transport. >Such choice, therefore, cannot be construed 
as discrimination by any stretch of the term. Besides, it helps the conservation of 
foreign exchange resources whicli should be the aim of any country. 

Coming to another aspect of the matter, it may be that for the development of 
national shipping some kind of discrimination and restrictions will be necessary. The 
IMCO rci ognises that assistance and encouragement given for the development of 
its national sliipping and for the purposes of security does not in itself constitute 
discrimination. The Convention visualises only the removal of unnecessary restric- 
tions. 'fills means the restrictions which may be necessary for the development of 
sluppuig may be a<lopted. Besides the IMCO, by advisedly using the word 
^'encourage*’, rec(»gnlses that it would be difficult to remove all discriminatory actions 
forthwith. Evidently, even discrimination and unnecessary restrictions now 
■practised by some governments are to bo removed only gradually. 


We <lo rocogni.se the e.\istt*nce of a provision that such assistance and encourage- 
ment (L^ivon by Government) should not bo based on measures designed to restrict 
the fna-dom of shipping of all flags to talo^ part in international trades. This, how- 
tn-cr. w ill he larirely determined by <lay t(» day events taking place in international 
shippiiiu. \\ are all aware that the U..S.A. have stipulated that not less than 
fifty pi-i' <(!n(. of tlie Mai.shall Plan cargoes should be carried in American bottoms 
and ,it the recent eonforcncc of the International ('hamber of Shipping liold in 
i.ondnij, this was n.it regarded as di.seriinination l»eeausu tliev were regarded as ‘‘in 
!h(' n.it iio i»t gift. ’ There tiro ais<» instanc«'s r)f other eountrio.s (e.i/. France) milking 
■ aidition in their import licences that preference should be given to national 
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tni MHi iinpf utatKMi of cargo covered by such liconcus. Taking these into 
it can be argncrl that preferences given by Government to national 
diip> tor the carriage of govornmt lit cargo and even other cargo as well, will not 
const itute distTimination. 

.\izain. the e.xfiressinii “to take part in international trade” does not necessarily 
mean i!iat tnieiL'ii s|iip})ing lias a ri*/ht to take full or part cargo from ov'ory port. 

ricediiin ot shipping can only moan that tliore should be no restrictions on shipping 
entering or ek-ating troin international ports, with or without cargo. 

Gonsidonng all these faetors, we must, in ratifying the Convention or otherwise, 

assure ourselves tliat a proper interpretation would he placed upon the Convention 

so that our Government wouM be free to take- all reasonable steps to develop our 

mueli needcfl national shipping. If, however, there is the remotest chance of these 

steps Inang regarded us contrary to the letter or the spirit of the Convention, the 

Uiity ot tlie Inrlian Parliament is clear, namely, to decline to ratify the IMCO 
Convention. 
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PART V 


Dkclajiation of Policy axd Charter of Rights 
, 1 PJirlier oarts of this Memorandum, Ship-owning 

:L:“.Trs..s: .!X“ iss 5 

times of war In the pohtioal sphere 

of Sovereign Republic State. “ .. . necessary that the ship-owning and 

and conforming to the ideals of demo y ^^ong and independent state. 

ehip-buUding industries should development of the shipping 

Having surveyed in the foregoing pag . . j.. . ■ prospects and potentialities, 

enterprise in India, its handicaps and d^abdities^^^^ what we beUeve 

we shall now subnii^ for the coMidera budding Industries in the future 

to be the inherent Rights of section of th^ Memorandum we have 

plan of the nation’s economy. Marine Act. 1936. of the 

referred to the Declaration embot ilHintr industries firmly believe that 

U.S.A. The Indian shipping Sovemment of India 

forthwith, the same being rWernmentV India are understood to have m 
Shipping Legislation which the . . f ^ ee to this Declaration in 

sf ors,’".s„ ".&r: s: 

sriS fc£='=;:U"i" J 

mulgated by the Government. 


Declaration of Policy 

s;rl.''a"rzs sr'TiSbli'i™?" “‘‘ 

„ ea.r V:” - --- .--V - «.»es of IV. ov 

(C) owrd*and operated midor the flail of the Union of India by citizens of 

the Union of India; and 

efficient citron pia'sonnel, as far as possible. 

H u .-I-;.. - i. ;h. .n;;; 

merit and encourage the mamtonanct of .sin a 


rh'trltr of Iliijhls 

. j;; ■" “ 

achievement ; 
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(3) That the Industries be granted every facility to acquire more tonn^e by 
the Government of the country coming to tbeii’ aid in the form of— 

(f ) Construction subsidies. 

(n) Construction loans. 

(ni) Instituting hire-piu-chase system by which the Government buys the 
ships in the first instance and sel^ them to the shipowners. 

(it;) That the shipowners be allowed and given every assistance in chartering 
towage to enable them to expand the sphere of their operations. In 
tliLs respect the Government, if they so desire, can purchase a fleet of 
their own and charter it on bare boat terms to ship-o^vners. 

(r) That the shipowners be given an exemption from income-tax for the 
period of first five years to enable them to consolidate their position 
and build up reserves ; like Italy etc. 

(vi) (b) That the shipowners be given an exemption from income-taxes on 
tho profits ploughed back into the industry. 

(vii) That tlie .shipowners be given operation differential subsidies. 

(viii) That the shipowners be a.s.sisted ^\^th postal subventions, carriage of 
goods on Government account and carriage of troops and Government 
l>ersf)nnel. 

a 

(i.v) 'J’liat the ship-building industry bo established in this country on a firm 
footing and tliat the old and new entrants be given facilities to pur- 
cluisc Governnient-controlled raw materials at a minimum fixed 
juice. 


(;r) That tho shipbuilders be given construction differential subsidies where 
their cost of huikling ships arc higher tlian those prevailing in U.K. 

(A-i) That tlie shipbuilders be otb-n d every as.sistance. financial as well as 
technical, not only to start and maintain the main industries, but 
also to .start and maintain the ancillarv and auxiliary industries so 
necessary f.*r the shjjiyards of the country to become entirely inde- 
jieiiMi iit in tho prucluc tkni of their prochuts. 

{.rii) fhat, linally and in the main, the ship-owners and the shipbuilders in 
the country look to tlic (iovernnicnt to consider the question ofpro- 
ilii.-ti.ai and ac([Ui.'^?t!on ol buiiiage as one of tlio most urgent iiroblems 
ni the day so that the Nation would have an adequate mercantile 
matim^ at tiu* t-arlie.st po.ssiblc moment. 


Implementation of Policy and Ritjhts 

It l.ns ..Irea.Iy I., ,-,, recop.is.-d by tIu- Govi-riiment that this country mnet 

a . JIKHUK- ,,ol,ty uLkI, ^liould have as its objective, the attainment of a 

Strong in-l' jK'Ufkjd mcrrantilf in;nine able to carrv 

% 

(a) the w hoif coast;d trade of India. 


(c) 30% of the Far Ka.st trade eurried by Japan fluring the pre-war period; and 
50% oi tliu India’s Overseas trade: 

and to achieve object tlie industries recommend that the undermentioned 

S Government and published as their DecTa^ti^. 

o* respect of these two industries as under : 
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Whereas the Government find it expedient that the ship-owning and the ship- 
building industries be placed on a war-time footing of service and production to 
achieve a free and independent mercantile marine sufficient to safeguard the 
of the country during the time of peace and war. Now therefore it is hereby declared 
that: 

(1) Acquisition of tonnage he expedited. — It has been laid do^^Ti that 
Mercantile Marine should expand within the next five to seven years to 2 OUU^w 
gross tons of shipping. With this aim in view the Government sponsored the bhip- 
ping Corporations on 3rd November 1947. Since that date, only one Corporation 
has come into being, and the other two may take some time for incorporation. ii 
is, therefore, decided that other measures be adopted to reach the target tigure, 
mentioned above. The methods to be employed are: 

(a) Repayable loans to Shipowners.— shall advance loans to com- 
panies for the purchase of ships on the following terms; 


Period 

Interest 

Repayment 


Security 


25 years. 

Free of interest for the first 5 years. 

3% annum from the fith year. 

By yearly instalments of l/20th of the loan 
amount, instalments starting from the Cth 
year. 

Tfio ships purcliased from the loan to be pledged 
to the State. 


(6) Hire-purchase system State may purchase sliips and sell them to the 
shipowners on a hire-purchase system : 

Period . . 10 years. 

Interest . . 3% per annum. 

Arnmortisntion . 1/lOth of the i>urchase price per year. 

(c) Bare Boat Cluirter.-ln this instance, the Government shall at aU times 
remain the sole owners of the steamers. Xhey shall purchase the 
necessary tonnage and charier it out on bare boat basis to 
owners.' The conrlitions u(*uld lie tliat Ihc Government shall levy 
from the shipowners the (lejireciation calculated at tlie normal rato, 
tlie insurance premia and the interest at 5% per annum on cost of 
the ship. Tlie sliipowners sliall run the steamers as tiu ir own mcuiTing 
all operational costs and all maintenance and repair charges; and also 
shall maintain tlic steamers in Class. 

id) Assistance to Shipowners building new ships jh India or abroad.— The 
Government shall help such shipowners with construction bounties it 
the ships are built in India and/or loans against the cost ot ships, it 

built abroad. 


' (2) The following safeguards be prov 

(a) The whole of the coastal trade 
owners only. 


ided fur the coast trade : — 

of India shall be reserved for Indian shi 



{h) Pending the acquisition of tonnage require.! in (a) above;— 

(i) Non-Indian Shipping, whenever it be necessary to permit it to ply in 
^ ^ the coastal trade in the interest of the country, to bo allowed to parti- 
cipate in the coastal trade on short-term or voyage licences. 
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' '>1 
j! 

(ii) Only charters by Indian Companies owning ships shall be licensed to v 
ply on the coast. 

(c) Freight rates shall be standardised forthwith and to achieve this object 
the Government shall nominate a Committee of Experts shortly. If 
the Committee happens to arrive at the conclusion that the fiei^t 
rates be increased, pending the acquisition of tonnage as mentioned 
in {a) above, the Government shall pay a differential bounty to the 
Indian owners rather than increase freights. 


f3) That the following safeguards shall be provided for the Overseas Trade : — 

(a) By lending their good offices, in case of need, towards securing for Indian 
Companies, admission to existing Conferences operating in Indian 
Overseas trades. 


(6) By granting operational subsidies (as in U.S.A.) to Indian Companies 
against their operating costs if higher while operating in Conferences; 
the operational subsidy to be increased suitably when Conferences 
break up and/or rate-wars are started and Indian Companies are 
faced ^vith competition from foreign shipping. 

(c) Government shall help Indian Companies operating in the country’s 

foreign trades by shipping per Indian ships all Government stores 
and Government-controlled cargoes and also by requiring Government 
personnel to travel by Indian ships. 

(d) Mail contracts shall only be given to Indian shipowners. 


:(4) The following safeguards shall be provided for the shipbuilding industry.’^ 

{a) The Government recognise the necessity of having public co-operation 
so far as this vital industry is concerned and therefore they propose 
to help the Vizagapatam Ship-yard to reduce their cost of production 
by all means, fiscal and non-fiscal, as also by giving them construction 
bounties. 

(6) The Government shall help existing ship-yards by allowing duty-fi«e 
importation of materials and machinery with high priorities, and by 
granting relief from income and other taxes; the Government shau 
help new yards by granting them — 

(t) free long-term lease of land; 

(it) construction bounties; 

(Hi) loans; 

(iv) relief from duties and taxes. 

(c) The Goveminent shall welcome private enterprise to establish ship- 

building yards in other parts of the country and shall, if required to 
<lo so. contribute towards the capital of the Company. 

(d) Tlic Government shall declare special rates for raw products required by 

the ahi]5-buikling industry, like steel and coal, and shall levy only 
minimum ti ansport charges from their respective mines to the ship- 
building yartls. 

(ft) The Government .'^hall help the industry by obtaining for them the 
services of foreign experts till such time as Indian technical personnel 
is trained. 

(/) Ihe Govemment . b.all enecnirnge private enterprise to build up ancillary 
and auxiliary -lalustrics so necessarj’^ for the ship-building industry. 

In short, Government c--<.lare that thej’ shall do all within their power to 
establish and enhance the prearc-ss of these two industries in the country. 
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APPENDIX III 




Area 

(million acres) 


Prodvction 
(million tons) 


1931-32 
J 941 -42 

1942- 43* 

1943- 44 

1944- 45 

1945- 46 


156 -9 

501 

156 -5 

45-7 

150 0 

42 -2 

1.53 -0 

43 -4 

1611 -0 

43-4 

160 -2 

39 -2 

above relate 

to Indian Union alone. 


(Figure, tukeu from .he volume „„lrro,,s_Pl,u,ning .m.l rro.luC.on.of . ,o . » .ona 
ning Committee Series)# 

Comparing the production in the 

I'eelined including both States and Prov.nces to : 


Rico 

Jowar 

Bajra 


9 ^ .f'%0/ 

.1 /Q 


. 92 -4% 

. «4-4% 


Wheat 

Harley 

Mai/.e 


. 94-50J, 

. 95 1% 

. 92-3% 


Gram only shows an increase to 106.6%. 

. .• ,• eh., line Hyderabad) in all the major foodgrains in 1946-47 

oomeXs'o's'SS; ton^an,^ in\947-48 it comes to 40.4 mUlion tons. 

- This has been supplemented as follows;- 

From April 1946 to March 1946, 9.31 lacs imported at the cost of 26 crores. 

From April 1946 to March 1947. 26.58 »acB of tons at the cost of 88.70 crores 
invol^ng a subsidy of 20.59 crores were imported. 

-• A I 1 Q 47 to Dec 1947, it is estimated to be 19.12 lacs and the cost 
is es^^'i^rto he 7i%7 crores and subsidy to be 17.35 crores. 

In 1948, the Import was over 27 lacs tons, while in 1949, it is estimated to be 
over 40 lacs of tons. 
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APPENDIX IV 


Agbioultural Area 




1931-32 

1941-42 

1942-43 

1943-44 

1944-46 

1945-4^ 





(In minion acres). 



1. 

Not Area Sown 

228-8 

213-2 

171 -8 

173-8 

174-0 

170*8 

2. 

Irrigated Area 

48 -Tv 

56 -7 

36 -8 

37 -5 

38-2 

39 *2 

3. 

Total Food Crops . 

216-^ 

195-8 

153-0 

157-0 

172 -0 

169 *3 

4. 

Total commercial crops 

39-2 

50-1 

32-7 

33 -3 

30 -0 

30-1 

Total area under Food and 
non-food Crops 

255 '5 

245-9 

185-7 

190-3 

202 -0 

199-4 


Since the year 1942-43, the figures for the Indian Union and Pakistan have 
been compiled from a publication of the Economic and Statistical Adviser. Direc- 
tor.ate of Economics and Statistics, Ministry of Agriculture, Goveinmei^ of Indm, 
entitled “ESTIMATES OF AREA AND YIELD OF PRINCIPAI. OTOPS pf 
INDIA 1936-1946”, and therefore figures ficm 1942-43 cn^vaids sre fer Irclian 

Union only. 


Total Food Grains include rice, wheat, barley, jowar, bajra, ragi, maize, gram 
and other jzrains and pulses except for the years 1941-42 to 1945-46 'which no not 
incUule othe'r grains and pulses. 

Other food crops include fruits, vegetables, condiments, spices etc., but no 
figures are available in respect of these items for the years 1941-42 to 1945-46. 

Non-Food Crops include oilseeds (sesamuni: rape and mustard, linseed and other 
oilseeds), coffee, tea, cotton, jute, other fibres, indigo, opium, tobacco and fodder 
crops Figures relating to other fibres, indigo, o,)ium, fodder corps are not available 
ill respect of the years 1941-42 to 1945-46. 
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k. 


Grand Total(Bxp-jrt») . 34,88,301 33,01,270. 14,72,507 10,27,710 2,030.212 18,00,803 23,76,021 » 18,70,044 10,08,708 | 21,02,776 1 24,10.016 
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EXPOETJJ 


1937-38 

1948-40 


Tons 

Tons 

I — Textiles — 


212.760 


747.258 

Raw Jute 

487.764 

85,210 

Raw Cotton 

Jute Manufaeturers — 

• • • 

432,553 

Gunny cloth 

357.142 

457.401 

Gunny bags ‘ ‘ 

• • • 

27.280 

Rope, twine etc. ••••'* 

• * * 

8,000 

Twist and Yarn 


400 

Canvas 

41.485 

33.056 

Raw hemp 

35,714 

33.816 

Cotton piecegoods 


43.408 

Coir and coir manufactures 

32,758 

• • 

Coir Yam 

4,973 

3.928 

Carpets and Rugs 

22,933 

50.837 

Cotton Waste 

. 1,695 

3.840 

Raw Wool 

17 

3.303 

Cotton Yam ..••*** 

4 • 

220 

Silk raw and Cocoons .•••'* 

4 9 

1.200 

Silk Manufactured • • • * ‘ ‘ 

^ 9 * 

4.000 

Sewing Thread .•••'* 

1.731,739 

1.401.272 

H. — Metals — 

1,001,096 

309.000 

Manganese Ore 

• • 

16.999 

Mica 

629,203 

45.116 

Pig Iron 

. 57,477 

• • 

Old Iron N. Steel • • • ' ’ 

16 

• > 

Wolfram Ore .•••’* 


2.640 

Chrome Ore •••'"* 


12.054 

Iron and Steel Manufactures 


>40 

Tin .•*•*'* 

4 • 

33.523 

Ores and Minerals Unenumerated • • * ’ 

4 % 

203.700 

Mineral Sanda 

0 

14,422 

^ • 

Magnesite 

1,687,792 

637.694 


m. — Seeds — 

019.370 

38.272 

^ * 

Groundnut . • • • * ^ . 

226,533 

25.024 

Linseed , 

251.676 

4 4 

Groundnut Cake • • • * ^ ^ 

47,003 

$ 9 

Linseed Cake • • • * * ^ , 

42,079 

386 

' Castor ^ . 

36.891 

123 

Rape and Seeamum Cake . • • * 

• f 

38,993 

Coriander and Commin & Others . • • ' 


10,202 

Paraffin Wax • • • * ’ 

^267,253 

113,000 









• 



16S7.S8 

Tone 

106849 

Tons 

rv.— Cocrf 

• 

• 

• 

a 

a 

' a 

a 

1.004,890 

1,110,105, 

V . — Foodstuffs — 

Wheat 

• t 

• 

e 

a 

a 

a 

a 

459,806 

a a 

Rice (not in husk) 

• 

• 

e 

a 

a 

a 

a 

227,000 

.. ' 

Wheat flour 

• 

• 

• 

a 

a 

a 

a 

62,226 

« a 

Green Vegetables (onions) 

• 

% 

• 

a 

a 

a 

a 

67,049 

1,600 

Lentils 

• 


• 

a 

* 

a 

a 

a 

19,409 

• 4 

Tobacco (raw) 

a 

e 

« 

4 

a 

• 

a 

18,965 

22,700 

Tobacco (manuCactured) 

• 

a 

• 

a 

a 

• 

• 

a 

# # 

2,224 

Rice bran . 

• 

• 

• 

a 

a 

a 

a 

8,222 

• 4 

Cliillies 

e 

• 

• 

a 

• 

a 

a 

7.762 

6,100 

Coffee 

• 

• 

• 

a 

a 

a 

a 

6,767 

30 

Dry Fish . 

• 

• 

• 

a 

a 

a 

• 

6,064 

11,741 

Ghee 

• 

• 

a 

a 

a 

a 

a 

2,260 

4 4 

Beans 

• 

• 

• 

a 

a 

a 

a 

1,975 

ft 4 

Pepper 

• 

• 

e 

a 

a 

a 

4 

873 

7,061 

Gram 

• 

• 

4 

a 

a 

• 

a 

737 

• V 

Cardamoms 

e 

• 

» 

a 

a 

• 

a 

666 

900 

Sugar 


• 

4 

a 

a 

a 

a 

% 4 

3,400 

Molasses . . . 

♦ 

• 

4 

9 

a 

• 

a 

a a 

22,620 

Turmeric . 

• 

• 

a 

4 

a 

a 

a 

4 a 

7,600 

Ginger 

• 

• 

• 

a 

a 

a 

a 

• • 

2,000 

Bentols 

• 

« 

a 

a 

a 

a 

a 

a a 

300 

Salt 

• 

• 

« 

a 

a 

a 

a 

• 4 

8.632 

Tea 

• 

• 

a 

• 

a 

a 

a 

149 

181,209 

Tea waste for the Manufacture of Caffeine 

a 

a 

a 

a 

4 e 

3,000, 

Cashow kernels « • 

• 

» 

% 

a 

a 

4 

a 

« 4 

18,285 

Provisions and oilman atores 

4 


• 

a 

a 

• 

• 4 

879,899 

6,178. 

303,1701 

VI. — Chemical Products — 

Shellac • » • 


• 

• 

a 

a 

a 

• 

20,461 

24,632* 

Dyeing and tanniDg substances 

4 

4 

a 

a 

a 

a 

• # 

as.ooo* 

Bone Manures 

• 

4 

a 

a 

a 

4 

4 

68,830 

a « 

Bone and Bone Products 

• 

4 

• 

a 

a 

a 

• 

61,263 

41,620 

Lac Seed 

• 

4 

a 

a 

a 

a 

a 

9,374 

8,000 

Lac Button 

• 

a 

• 

a 

a 

a 

• 

1,200 

700 

Gums and Resins 

* 

4 

m 

a 

a 

a 

a 

a 4 

6,000 

Magnoeium chloride 

• 

• 

a 

a 

a 

a 

# 

4 a 

3,200 

Soap 

• 

• 

4 

a 

a 

a 

a 

a 4 

2,612 

Rubber 

• 

4 

» 

a 

a 

a 

a 

4 • 

1,61,118 

13,440 

2,34,104 

VII Oih— 

Castor Oil . 

♦ 


4 

a 

4 

» 

a 

♦ 0 

13,433 

Groundnut Oil . 

4 

• 

• 

a 

a 

a 

4 

ft ft 

39,7^6 

LinscHjti Oil 

# 


• 

4 

a 

a 

4 

ft • 

10.181 

Vi’gctablo non-essential oils 

% 


• 

a 

4 

a 

• 

ft ft 

4,000 


t I 


67.349 


9 UV 


Vni.— Poper and Paper Making MalertaU . 

IX. — Hides and Skins — 

Goat Skins . • • • * 

Hides (cow) , • » • ' 

Leather (cow) . . • • ' 

Hides (buffalo) Raw and Dressed . 

CaU Skins 

Sheep Skins • • ' * 

Leather Unwrought . 

Cuttings of Hides and Skins 


Total (Tons) 


1137.38 

Tons 



10 , 32 ® 

21,982 

13.292 

16,771 

1,800 

13,786 

7.500 

4,385 

1.978 

1,863 

66 1 

3.271 

2.129 

1.616 

3,511 

9 4 

3.600 

64,983 

34.471 

70 , 00,957 

38 , 20,491 


N. B—As about l/6th 

• • • • 

«r»„d Total (EXPORTS) . • • ' 


17 , 50.000 

8 , 750.957 


955.120 

4 . 775.611 


IMPOBTS 


1937-38 

Tons 


1948-49 

Tons 


I.— Pu<l«, etc.— 

Kerosene Oil . 
Fuel Oil . 
Petroleum • 
Lubricating Oil . 
Coal and Coke 



9 . 04,670 3 . 25.044 

6 . 71.647 ■) 

4 . 55.607 V 19 . 62.290 
1 , 78,437 J 


83.919 


21 . 94.280 22 . 87.334 


n.— roocifltu.flrtf, etc.— 

Salt . • • • 

Fruits and Vegetables 
Rice not in the Husk . 

Rice in Husk • • ’ 

Dates • • • ' 

Copra Seeds 

Pulse . • ' ■ 

Wheat . • • ■ 

Wheat Flour 

Barley • • ' ' 

Jowar • • * ‘ 

Beans • • ‘ ' 

Other kinds of Pulse, Flour, etc 

Fodder, Bran and PoUards . 
Sugar . • • • 


3 . 47.305 

♦ 

98,063 

36,013 

69,813 

49,383 

45,932 

21.088 


3 , 00.808 

96.817 

. 5 . 63.243 

39,491 

3.442 

30.982 

7 . 05,551 

93,483 

58.844 

4.735 

2.582 

2 . 23.912 

12.302 

10 , 676 . 






Unmanufactured Tobacco 
MUk Food . 

Almonds . 

Cashewnuts 
-Currants and raisins 
Spices 

• 

Biscuits 

Vegetable Products 
Cigarettes . 

Salted Fish 

Tea 

Liquors 


e. • 

310 


1037-38 

Tons 


« 


2,965 

3,439 

2,773 


• » 


1,760 "t 
74 / 

1,483 

883 

448 

114 

16 


7 , 16,232 


III . — Metals — 


Steel Bars . 

Hoops 

Tubes 

Corrugated Sheets 

Iron and Steel Beams, Bars, 

Sheets 

Zinc 

Nails, Rivets and Washers 
Steel Anglos and Tees . 
Bolts and Nuts . 

' Copper and Copp>er Sheets 
Brass Sheets, Rods etc. 
Tinned Sheets 
Wire Nails 
Fencing 
Tin 


Girders, etc 


Aluminium 

Lead .... 
^letals t\nd Ores unenumerated 


61,229 

48,601 

41,366 

32,290 

26,378 

32,982 

21,339 

16,297 

14,336 

10,560 

8,106 

8,029 

7,460 

6,234 

4,334 

2.901 

2,649 


3 , 34.961 


IV. — Textile * — 

Raw Cotton 
Cotton Piecegoods 
Cotton Waste and Yam 
Artificial Piecegoods 
Raw ^V'ooI 
Woollen Yam 
Woollen Blankets 
Silk Piecegoods 
.\rtlfiotal Silk goods mixed 
•Raw Silk . 


1 , 34,451 

87,948 

9,820 

8,925 

3,649 

2,906 

2,327 

2,041 

1,790 

1,131 


1048-49 

Tons 


6,130 

17,306 

6,788 

4^827 

6,092 

65,103 

2,400 

• • 

300 

2,822 

300 

8,200 

22 , 93,044 


11,401 
13,684 
9,556 
716 
19,776 
9,897 
37,692 
8,077 
518 
4,826 
40,224 
16,863 
26,949 
10,299 ' 
1.073 
2,021 
0,462 
8,248 
2 , 68,277 

4 , 97,436 


1 , 61,702 

21,160 

5.000 
0 0 

6,473 

900 

1,200 

1,700 

60 

5.000 
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1937-38 1948-49 

Tom Tons 


Sowing Thread • 
Woollen goods mixed 
Silk goods mixed 
Artificial Silk Yarn 
Woollen Piocegoods 
Cotton Blankets 




VI. — Hides and Skins {rau') 

VII. — C/iemtca/s Chemical Products— 

Manures . • • ' ' 

Starch • • ■ ' ‘ 

Barks for Tanning 
Tallow and Stearine . 

Cutch and Garobier . 

Green Rosin • • ‘ ' 

Soap • • • ■ ' 

Beads and False Pearls 

Caustic Soda • • ' 

Sodium Carbonate 

Sulphur . • • ■ 

Other Chemicals 

Qtiinino . • ' ■ 

Coal-tar dyes 

Camphor • 

Lac • • • ■ 


Vlll. Building Materials 

Asphalt . • • 

Cement . • * 

Stone and Marble 
Asbestos Raw 
Wood and Timber 


Total 




oles of mere 
to bo added 


Grand Total : Imports . 

Exports 
Imporle and ENj'orts . 


722 

900 

714 

1,100 

625 

250 

357 

17,844 

134 

1,000 

50 

100 

:.57.593 

2,24,379 

,71,936 

1,30,273- 

^ * 

3.405- 

53.216 

1.7.’', 364 

42.0H>s 

4:h'^10 

17,600 

12. .570 

ll,2US 

3.090 

• ♦ 

2,500 

9,4»5 

16,000 

2.097 

# * 

MIS 

• « 

924 

91. .590 

72 

1.62..515 


3'<.330 

* 

lO.ilOU 

47 

1 lu 

S 

6.66.5 

1 

61.93.) 

4 • 

.5,9 Is 

i.:;7.h6i 

6.33.152 

50.249 

47.1 10 

24,991 

1.46.1C3 

• » 

5.77’< 

• * 

,5,0110 

• 

61,748 

7.5,240 

2.6.5.799 

40.i:..C>42 

63.35.122 

12.2S.‘»lo 

1.5..S3.7S0 

01.4».5.'.2 

79.18.902 

67.50.S)r>7 

47,75.61 1 

14,89.5.509 

12.694,513 
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THE INDIAN ROADS OP TRANSPORT DEVELOPMENT ASSOCIATION VSD., 

BOMBAY 

LONG DISTANCE TRANSPORT OF GOODS BY ROAD 

Finanoiai. Losses to Government and other Dakgers 

OF Restriction 

At the outset the Association would most strongly deprecate any spirit of 
hostility between roads and railways. They are both out to serve the 
public. The sole aim should be efficiency of the methods of transport. Each 
method of transport is supplementary and complementary to the other. 

The Association feels that the recommendation made in October 1946 by the 
Transport Advisory Council in regard to the restriction of goods traffic by road ^ 
be detrimental to Government Revenues and to the interests of the public. The 
restriction envisaged is that permits for distances exceetog 100 mil^ should not be 
issued in the ordinary course and those for distances of between 50 and 100 miles 
eliould be scrutinised with care (or in other words discouraged). 

Financial implicationi>.—rt\e Association understMds that three restrictions 
have boon recommended on the assumption that the additional traffic that they will 
create for the railways would bring additional revenues to the Goremment of 
India. Tlie assumption howevei is not correct because road transport, as yet m 
its infancy, represents a much more valuable and a more -expanding source of revenue 
to the Govoniment of India, than Railways, in ‘‘“f • example, m 

tlic 10 year period from March 1930 to March 1940 Central revenues from motor 
transport rose from Rs. 4-3 crores per year to Rs. 9-1 crores (as foUows) and to 
cannot but increase at a much greater rate when the present plans for road develop- 

m<;nt are completed. 

Central Revenues from motor transport 
{Rs. Lakhs) 


Year 


1929-30 

1939-40 


iport duty 
on motor 
ihicles & 
parts. 


Duty on 
pnoumutio 
tyres & 
tubes. 


£\ 


Excise and 

import duty Total 

on petrol 


297 430 


153 



729 


911 


In the latter yoai , after a traiisfor of Rs. 1-8 crores to tUo Road Development 
Fund tlio rcmoindi T of Rs. 7 -8 crores represented the Central Government s nett 
revenue from road transport. In addition, the Railways themselves receive large 
amounts from the carriage of petrol for motor transport (e.g. Rs. 1 crore betorethe 
war). 

This revenue to the Central Government is of course in respect of all forms 
motor traffic and is not confined to goods transport alone ; but it is intorestii^ to 
compare this revenue with the estimate made by the Railways themselves of the 
loss of railwivy traffic to the roads. The report of the Inffian Railway Enquiry 
Com;nitU-c ( \Va<lge\vof)d Committee) 1937, states in Chapter VI, Page 102, that the 
ovidcacn, placed before the Committee by the Rivilway Administration indicated 
a if)s.s of somvtldug like Rs. 4^ crores (this is the estimate of the gross traffic revenue 
that would liave conic to the Railways if road competition was completely ixoix- 
exi.stoiit. i».ud not of the Rjulways profit). The Committee proceed to say : — 

■Tiiii rotal w«\s made up of R.s. 3J crores in respect of passenger traffic and Kb. f 

in resnect of good'. t.vTio, and included losses duo to reductions of rates and VatO» 
iii’.roJuccd in order i rceot rood competition”. 
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Bailways from road transport compe , > , . \ croro, the lutt 

mentioned by the Raihvays, we , inde^ »f Railways do regain this traffic, 

loss of traffic is only Rs. H eroros. Outage of the figure of 

t. 3 WoC®:wM‘e‘‘re r^venie from roa^l transport to the Central Government was. 
in 1939/40, Rs. 7 -3 crorcs nett as explained abo\e. 

Another point to be noted from these \‘':,om^“rtfp«ton:o®h 

to the RaUways is y Nobodf in fhe absence of definite traffic 

sin'veys, can of course tutitCrbe very A tlf 

GUernmerrrenues stone to suffer a considerable loss. 

It may bo that the assumption 

time, to the effect that . '^batei^ff easily. We thirik however tnat a 

competition, is too deep-seated ^ j Avenue and railway rcvctuic 

further analysis is possible of ^ Central Governmont’s Post W ar 

(from goods traffic) on a ton ■ Futuie of Road Transpoit and Road/ 

Technical Sub-Committee, of the tax p.id by 

Rail Relations” (Kovembor 1943) piel' per Um-.nile . a charge of 

motor goods transport, amounting o to cover the fair shari' of such 

between 1-24 and 1-65 pies Government tiierf.f<>.. at present 

On the other hand, if the S crorcs'aud their 

capital at charge U) the Central Goods traffi<^ accounts for tuo- 

ton-mile contribution can bo ^or 'o ^ contrilnition of Us. 8 crorcs, 

thirds of the earnings of the t]*,. pr^-war good^ fraffii- of railways 

the share of goods traffic will bo 1 s. o ^ railwav contiibut ion comes, 

was 22 -159 million ton of tnat of road trans- 

on an average, to less than half a pie or less than on< 

""‘it may he that on the toafiic sought ^msi!:, m pmi! 

the profits derived by the Railua\a wi . ^ J; j„^,’^.red that the bulk of road tiiilhc 
of lugh-rated commodities, but it must be r facilities provided by the 

has ^mo into existence solely such traffic will automa- 

moto, vehicle and with tl;e .;.ri^ib*bl' for diversion to the r d- 

ticaUy dry up, leaving only a ,,rUd Udween two given points by 

Thus if a certain quantity ’i^li gav half of it and divert merely 

road, prohibition of road traffic may -^i . if jfgav 25% consists of high rated 

the r^aining haU to the rad And of Uus Mb >1 ,,, 

rnrnlhrpre^r Vc Sl^in^i^^rr^ug^^ calculation on an assumed long dis- 
tance road traffic of 1000 ton-mdos :— 


With no prohibition of Road iraMyort. 

Road transport rev^ue to . 
1,000 ton^milee of gooda by road @4* P P® 


. Rs. 23 7 0 


814 


With prohibition of Eoad Tranopott 

Traffic available for diversion to the rail 

High rated traffic in the traffic diverted 

Railways* profit @ 1 anna per ton>mile on high rated traffic 

Add Railway contribution to Central Revenues on all the 
fiOO* ton-miles @ ^ pie per ton-mile 

Total profits to Railways and the Central Government 




600 ton- piiTf p 

125 




*» »» 

7 13 d 


16 0 
9 2 0 


*Tlic comparison is between 1.000 ton-miles by road and 500 ton-miles by rail, bocsnse 
shoul<i ntstriction of road transport be carried through, the remaining traffic of 500 ton-mile^ 
as explained earlier will not exist. • 


We submit therefore tliat the loss to the Central Government revenues Ihrou^ 
tlio proliibition of long -'Ustance road transport would be more than double the income- 
that might be derived by the Railways through such proliibition. 


Other consuUratioTis. — Apart from the financial losses entailed in the restriction, 
of ro:id. transport the following woiglity reasons show that the proposed restrictions’ 
are harmful and inadvisable. 


As quoted by the Post-War Technical Sub-Committee in its report on Road/ 
Rail Relations (November 194.3), the function of the State is not to maintain the 
status quo or to favour one means of transport at the expense of another, but to 
ere ite tlie r«‘quisite conditions for securing the* maximum efficiency of all moans of 
transport and to furtlier their evolution in the interests of the gonertJ welfi'.re of the 
Community and of technical progress. 

R’*strictiona imply an overabundance of road service fe.cilities, but the posi- 
tion in India is just tlie reverse. Taking motor trucks in pi.rticular, India has 
no more tli;‘.n 7 trucks j>er lOOOOO of the population, the corresponding figures for 
t]i*‘ Ur'.itf'd Kingdom and tlie U.S.A. being 1200 and 33(>0. It is clear lliat, if 
we -rv to ni.'.ke any progress, ihere must be an expr.asion of modem means of trans- 
1)01 1 in th( country and our transport policy must be such os to encourage many tbou- 
saiuls of new motor ^olxicIe.^ to be press'd into servi'-c 


Ro idjRni} competition in India w less than of that rn England and the 

U .S.A . 


E\- jniniu’i tl»/* volume of motor tr ’ui-^port competing w itli rnilways, the poitition 
is no strikin'-; wbui wo comp;'.rf ludi-’. with otl'.or jji'.tgrc’.-^sivo couiitrivs. ITie 
extont ->f r-j. .d competition witli r. ilways is bc.<t judg'd by t)io mmibor of motor 
trucks iti o|)cr.!.tion in a country ;'.s oompan'd with the country’s railway mileego and 
the followilig figures t(‘!l an impiessive tale ; — 


Coimtr\’ 


Railway 

^liKnice 


No of goods 
lorries 


Lorries per 
mile of Kly. 


U.S-.A. 

Gr. Britain 
India 


248,82.5 

20,403 

40,525 


4.054.332 

404.BC6 

28,000 


16 

24 

0-7 


Indi oi K tlu-As at<* cx|>iTk-ncing from motor trans]>ort less than 6 % of the 
coin]. •mi-Mi u\,-h Ihiilw.'.ys e.re eucotint<Thv-' in tlie IhS.A. or Great Britoin, in 
tn.' iTi cr.’ -.1 L'o.uh. And uoitlier of tliO 1 .tter countries has placed aiw mileage 
i\*<l net i >'1*^ in‘ .<1 uooil^ vi'liic'lfs. 


i-.S A. further E.-tr^urmr-yiunf to long Distcmct' road Haulage. 


I » 


I » 


t h mi . '-v ..uni'ctiti-m of the ro ,l uiih r .ihvav, the X7.S.A. 

^ s t.. L'lv • I, r.h’.r on-‘>iir..g.>ment to long dl<U n<o. to. d KauJogebveon- 
mil -^..ip-r-]..-.d,w. ... elos.-ly i.mvloirous to K .ilwavs. llicse 
■' ' * '■ *■ ‘'1 dbl-.nce tn file m.d will permit nuck- 
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speed of CO ^es an hour, i» of transport and further evolution 

;s~t .«5^' 

How oihtr Cou.ntrie9 are Secnring Road, Ra il Co-ordinatwn. 

The app«>«h of other counties to the 

quite different to that recommended y ,i^v^v tKf‘ir rate structure in com- 

Railways too. Uke those of India are 1 

petiog with road transport but “ -war Netherlands and 

like^rolt transport, -ra eharginu 

=r ”ofVo\^f:r‘'Jh: ftirb^s «in-nar stepi are open to the 

"""The*i policies of the United Ki.tgdon, and the U.S.A. in respee, „f trans- 

Advisory a, uneil, nt Us Kepor. on Sera.r. 

and Rates, published in 10:17 has laid down that . 

■ • at ««Hi*Lir]nLf for uiio- 

"the best line of approach to achieve that the resultant competition 

quate alternative facilities, caro j- ^t^^red right on the part of the trader 

^s",^^'h“oV.'^a;ip;'rt i." wuioh is n.0. eonv.nieni 

and economic for his purposes. 

More recently i.e. hi .fuly >9^ 

Road Haulage Association subinitt . ■ i i „ \ational Asscociatioiis of Traders 

-v-TiS; riM*---' "■• 

Scheme. nofottered ri‘dit to select the form of 

“'™ 

requirements ; organised as to ensare timt so 

''"fer™fis“"pract;carSct are provide, 1 wit.i a.iequate alternative 

faeUities with „,o pubUc servl,... Obliga. 

(iii) That road and rad transport should have na p 

tloUBd -,h,viTT ti\ tlio oi Nrttioiis 

U. S. Ji-— The United States Government m a rep y 

in 19:j6/37 stated: i ('oimrcss to preserve competition, 

“It is a fixed policy ‘ forms of transport but also within a 

not only between the flifforont terms oi i ^ provided 

given form of transport. ■.^’i '.is fuliv as possible aiul wliercver 

;';:raSrr^i:tu,Vru^ 

shall be maintaino<l. 

Irulian Bailivays alrmdu Huhsidised threnyh hujh rocul UixaUon. 

Indian lianty „„like Railwav.s in other countries ai*e 

It is submitted that Indian ‘ f.*’ ootition bv the heavy taxes on motor 

already vei^ fully protectwl against r expensive m 

rehicles and motor fuel which romkr ti taxes on motor transport 

oompariaon with railways. As .. .. carried, while less than 2.‘5% of 

amount to more than 6 pies i«r temm^ 

these taxes wiU cover the c<wt of p general revenues of 

The Government therefore at present gets amp 

j ^ w ' • M 

18 Mr ol Com. . { . 
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pies per ton-mile from road transport. When '^o 
■of railway transport is 6 pies per ton-milo, the extent oftheintoect subsidy alre^y 
afforded to railways through road transport taxation stands out m bold rehef. 

RniluHtys also subsidised through cheap transport of coal. 

This is not tlie only advantage that the railways 8©^ over ^oad tra^port. 
Ronghlv 20®o ef the total railway goods traffic is made up of coal Tor the Kail waw 
own use and tliis is carried’ at leSs than half the actual cost' pf transporting it. In 
1937 '38 for instance — a normal pre-war year— 4311 million tonrmiles of coal were 
carried for the rail wdvs, at less than 2^ pies per ton mile, the actual charges being 
Rs 5-3 crores The flifference between th6 charge made and the aptuaf cost pi 
■carrying this coal mav be taken to cxceedRs. 6 crores •ahdfhisispquivalcnt to an 
mdifoct subsidy for railways. ' The loss incurred in cartymg this coal is made up 
by higluM- rates on other commoflities. Motor transport on the other hand has to 

piiv ^■e^v Idgh charges for transporting its fuel, petrol, on railways; 

* » 

Till- Motor Vehicles Act has eliminated uneconcmical competition. 

An arLMinient adduced by the Technical Sub-Committee to show that motor 

competition is wasteful is that in 1938/40 road rates where advertised for ^ stances 

upto ir.oo miles, averaging about one anna per ton-mUe which could 
been possible with overloading and finance by bankruptcy. The A^soc atm" 
ijubmits that the remotiv for this is not the prohibition of road transport, but ^ 
jrevention of over-loading, together with the encouragement, for tong d^tan^ 
haulage, of stal)Ie and organised concerns who cannot afford to finance ‘beniselyes 

hvbanktnpi methods. In fact, such uneconomical competition as did exsist priOT 
to <iie uar u hieii was occasioned by the absence of adequate regulation of ro^ 
transport has been put a stop to by the Motor Vehicl^ Act which came ^to force 
in 1 9 h I. An V c.xpansion of motor transport that may be expected hereafter cannot, 
.mdia- anv eircvimstance.s, lead to the road competing uneconomicaUy with the 

Railway. 

Umlthu Hoad. Rail Rivalry c.ssen<»aZ.— Healthy rivalry between transport 
-i.reueii's is' tlie most effective way of promoting efficiency m transport services, 
while a mouoiioly cannot but load to stagnation and want of, enter^ise. It is 
■only through rivalry that the public can be a.ssured of the maximum efficiency in 
siTviee at minimum co.st. An organisation that is faced with the unenterprising 
rmitine of a monopoly losses ultimately its initiative and the urge for greater effi- 
vienev. It is common knowledge that it wivs the stress of roid competition that, 
more than anything else. led to the adojition of measures by Indian Railway.s for 
the steppuig lip of their efficiency before the war. If road transport on long dis- 
tance.s is sirpprcsstnl resulting in the creation of a monopoly for the railways, the 
result cannot hut be a tromendoiis loss in transport efficiency as judged in the 
interests of the cfmntry. For this reason, neither is it advisable for the railways 
to have a imm()pf>ly of long distance services nor for the ro.^ds to have an enforced 
inunopoly of short <li.stance traffic. 

SjKrial ndfnnlntji-.^ of road transport on routes of upto 225 miles. 

’I'tMU.'ptirt i.< not a ser\ iee to bo provided regardless of individual needs. The 
indivi.iuai. !.« he a trader, fanu'-r. industrialist or private citizen must have fieedom 
to rh ■.•--.i th.- im-ins <.t transport ho finds most convenient for hia -purposes. 
7'li!- i- lit- inalii nubUi light. 'J'ransport should be the servant of the community, 
lu.i ;oi\ 1 1 ' 1 i' 1 ions . .ft tlie community’s freedom of choice is bound to increase costa 

. u h < list lil. lit ion atui stultify the country’s progress towards. economic 

.-•i ; -f ; • 

i- '.: hi-lwcer ' oad and rail is in much the same category aa that 'bet,weffl» 

^ . -lai .n ! tolcgraph .>er\-ic©s. A person wantirg a quick means of commimir 
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■loat-ion resorts to the telegraph office in 

Motor Vehicles Act, should be mamtamed and encouraged. , , . „ 

It i? tire Association’s belief that such ‘li^^^Vbce^ircontn^ W th'mTrd^ 

■' the Centre and Provinces so far unfo^" that the acceptances of the “Co.le for 
of the question. conditions atL to the transfer of 

ways. f 1 u„ , 1.1 hp corrected if there is .to bo no iippearance of 

This impression, we feel should be CO f^ct the assumption 

Compulsion dn regard to the a^ep a" , Centre is proposed as part of the 

■ of responsibility for Nationa * >" po^t-war development in the provmcia 

Central Government’s to coneentrate on the .levelopment 

.1 field and in particular to ^ ne<decte(l in the past. 

.- .of district and village roads which ha^ e been ne .Uould be 

' i For the above reasons, my ^“n^p one form of transport in relation to 

■ free from' any intention to favour ° ^ provision of efficient transport 

another form" The object of imypolm^^^^^ Vl.ose benefits fro.n ^chmea 

-to the public so as to enable ^. England and America are barnessin^ 

' progress in the means of transport si^ch as 

■'to economic development of t icir CO either the road or the rail in 

Government ,!{z WaUwavs for carrying heavy loads in 

operating in fields m which . r' (i„(,r-to.door conveyance of 

bulk over long ‘fort and careful handling within distances v nc 

signments requiring quick transport 

can serve more efficiently than • r,,„ncil that the distance within 

I which the motor vehicle can a I ^ correct. 1 ‘ 

' lly no more than 100 mdes and " at least four add.t.onal 

to-door service afforded by the motor rimuc 

handlinga at railway ternunals. i.c. .N-. 1 

From 1 road vohiCo 0. Oy Boods s.a.ma aad fr an t.u a | 


Htation to the Railway \N a^ion 

as also 


.41 lily- 2\rininol A’f). 2 


- n . The unloading at destination and Loading on to the Roati ^ • ,u -t 

‘hidle. ^ , .. ,,„ods handled and saving the cost. 

Besides avohling risk of damage to ^ g nulways terminals, road transpur 

of such handlings and of the transport t^^^^ capacity to con.u mo 

■ t quicker than rail, feeds the the consignor full control over the 

permits considerable Thus, flexibility, safety 

.goods until they reach the ‘u-d in certain examples m the 

*ml convenience some of . section technical V ^ ■ 

Mitch“H/Kirkness (Bengal sc ) ^(.rvice pre-eminent among the 

; ^aa"by the motor cover in a day. This d, stance 

*ffencie.s of transport for “"“y ‘B** ^miiit-'d at' ‘2-h miles. i. r «fit ihtr 

' 2n a oai^rvative estimi-te far from the Government g 

;,financialfy through ^trioting coad^OT^ In additknC there :s 

Ibe to create a loss of revenue to the uen 

• •T. ^ • 


318 

bound to be immense loss to the country in the field of economic developxnenl 
through, 

(o) the public being deprived of 

(») the benefits of technical progress and 

(ti) the right to employ the method of transport most convenient for their 
purposes, and 

(6) the various means of transport losing the initiative, provided by healthy 
rivalry, to improve their services, 

In view of the foregoing, the Association submits the following recommenda- 
tions : — 

(») There should be no mileage restrictions on public transport- of goods 
by road. 

{it) If road services are to be grouped into “short” and “long” distances 
services covering a radius of 225 miles from the centre of operation, 
representing a day’s distance by motor lorry, should be classed as 
short distance and such services should be encouraged. 

(in) If it is felt that the railway rate structure gives any advantage to compet- 
ing road transport, the advantage could be nullified by so revising 
the rate .structure that freight rates do not generally exceed those for 
equivalent road transport. Actually the number of commodities for 
which the Railways charge any rates, higher than those of motor 
transport, is very small, because motor transport even in pre-war 
flays was costing between 1| & 2 annas per ton-mile, w'hereas the 
average cost of rail'way transport does not exceed ^ anna per ton-mile. 
The fact that road transport is still in demand proves that people 
are prepared to pay extra charges for the speed and convenience of 
such transport. 

(tf?) However, so that road rail competition on long distances might be 
maintained on healthy lines and strictly on the basis of service, we 
suggest that in place of a mileage restriction, holders of public carrier 
permits covering a radius of over 225 miles, might, if necessary, be 
subjected to a restriction that they should not underquote actual 
railway rates on parallel routes of an equal distance. 


THE INDIAN ROADS AND TRANSPORT DEVELOPMENT ASSOCIATION 

LTD., BOMBAY. 


The object of tliis ineiuorandum is to invite the Commission’s attention to the 
very grave handicaps suffered by commercial, industrial and agricultural activity- 
in t)ie countrv on account of : — 

(a) the appalling inadequacy of road communications, and 

(h) t)»e absence of conditions favourable to the provision of cheap or eco- 
nomical transport !)y road. 


A. Ruad Communications. 

it is unnecessary to labour the point that the economy of any country evol- 
vo aromni trHrisp'>rtatit>n. Means of transport include Road, Rail, Water and 
M)v:nysh\it Rfjafis arc fimdainental to all movement. All other fornis of trans- 
pofi— nat.'r au-I air - need a good network of roads radiating to and from 
tluii r nil;. , iMcks ;Mid aerodromes to operate successfully. Roads have 
• o. rrai imponance of their own and especially under the g^o^\'ing need* 

... day, the;.' iinj^ortance is of great magnitude, and the efficiency and 
. > '1- road sy. lorn are tundaniental to the whole - economy of m\and 
U;..'t.ciilarl> India IS a Land of far-flung and scattered villages 
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the rural community represents 85% of the population, good road mininu 
niofttions aw of permanent national importance. 


In primary transportation our equipment th^ 

^11 show that we have no more than one-fifth of a mile of Sj. ■ ^ 

country’s area, as against 2 miles of roads m a country 

tiie field of primary transportation our equipment is no more ^ 

Gt. Britian’I. Our deficiency is equally severe if we consider road lengths m re- 

iation to population as the following statement will show ; 


Country 


Koti<i Hoad miletty*) 

i*er sq. mile lOO.lMlO 

of uren of i>opulHtion 


<1 


Japan 

U. K. 

France 
U. S. A. . 

Germany . 

Italy 

Including cart tracks & horso patlis 
Excluding Ditto 


— Ill' 


ui 


:i ■ 5*8 
:>-ii2 


{ 


1 

1 

II 

I ) 

0 

0 


ss 

oil 

51 ') 

7 '> 

, •>•». 

l.'» 


‘♦80 

j:)0(j 

:U)0 

•217 

89* 

111 




: Roads, in this Association’s opinion, constit.de the^ key 

the country’s vast potential industrial we.dth. . is lack of road 

to increased output, both in “J“!./^f7.f". iiltival)le lands and industrial 

communications and consequent inaccei^ihihtj i tnnis of oroduction because 

raw products. A road system is oiu* of the es.sentml^^^^^ 

overy effort to stimulate industrial ficilities for the movement ot 

or to intensify agricultural operations ‘ j^upply nnd produce 

raw materials and finished goods between po c 1 . j.undUds of our villages 

tion and then to consuming centres. On the . r ^ from other means 
remain unconnected with the road system-and at a stand- 

of transport also — and economic activity in isolated areas can 

atm. oVily when men and materials ^ 

the vast economic and industrial potentialities oi the .uuntr> y i 

f f 'I'lnis the imlustrialisa- 

■ Industries are handicapped hy excsssive 7, the nrovisioii of additional trans- 
tion of the country depends to a large exten 1 ,i,.veloi)ment of industry 

port facilities. Nothing can bo of greater cU of production 

than low transport costs. These transport • • • factories, cvcrythinji that 

at every successive stage, into everything ^ j.vcrvthing dug from the 

comes from the farms or market gardens or n ^ sometimes exceeil by a large 
mines and quarries. In actual fact, transpor ‘‘7„t moment high transport costs 
margin the cost of the article itself. At 77 *7! ...i;,.,,,, verv s^'crely . There 

and lack of access to sources of raw' materia s la suffering in .<onu* 

ia neither a trade nor industry in this country 

marked degree from shortage of transport am is « • . trans{>ort.— 

BeUer Roads can save Rs. 55 """I'," the'hatic transport vehicle of India 

It is recognised that the bullock cart is st i • ajinie time the bullock cart 

and it may remain as siieh for many decades. * ^ track. 

is. a much more efficient vehicle on a good in the speed at which it can 

Not only in respect of the each day by bullock carta 

©over the ground, the number of ton-niiles o words the lack of metalled 

travelling on poor surfaced tracks is eolossa . cartase charges for industry 

roads, 4 the use of buUook carts ^ 

and acts as a- grave deterrent to industrial exp 
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A couiparlson betweBii cartage costs on metalled apd- unmetalled roads ap.i;'/.* 
peared bn pages 84/85 of the Report of the Indian Rofd Development. Committeo^n: 
1927*28. The relevant para states : 

“We understand that in the Lahore district it costs Rs. 3 to chrt 100 
of road-metal foi‘ the first mile of a metalled road and Rs. 4 on 
urtmetalled road, arid for the succeeding miles the rates are Rs.^ 
and Rs. 2 respectively. 100 c.ft. of metal requires about four carte. , It . ^ 
miglit therefore be a^ed that a metalled road probably saves the, , 
cultivator two annaS k mile on every trip his cart mahes. If account 
were taken of the enormous “mileage coverec^by cultivators c^te- - 
in moving crops to market, the financial saving to the country by 
a developed system of roads might perhaps be dimly guessed at . 


The financial savings to the country in cart operation through better roads- - 
indicating the magnitude of the stimulus that industries would derive thereby 
can be roughly estimated in the following waj’. Ii. ilia’s road system (pre-partition) 
consisted of 299, 72U miles of roads, of wliich 97,547 iniles were metalled and 202.173 
miles (over two-thirds) were unraetalled. The ni mber of bullock carts in India 
is 87 • 15 lakhs. If we therefore assume that 50 lakhs of bullock carts ply on un- 
metalled roads and, to be conservative, they operate for 90 days in a year travelling 
10 miles per day, it will be seen that a metalled system of roads could save the 
country a sum of over Rs. 55 prores a year. 

Thakurdas Committee urgea that lack of roads which is a deplorable defect in econo^ 
viic structure should be immediately set right. — The demand today is that the distance 
between sources of raw materials and factories and between the latter and the- ’ 
consumers, should be shortened both in time and cost, and to a country desiring 
to increase its annual output, quick transport between these points is an imperative 
neee.ssitv. 

These remarks are borne out by the findings of the Bombay Economic & In- ^ 
du.striui Survey Committee of 1939/40 whose chairman was Sir Purshotamda®^ 
Thakuffhis. The report of the Committee states that one of the factors responsible . 
for the liackwardne.ss of the Province in the realm of industrial development is that 
different centres of consumption and of production are not connected by rciison- 
able transport facilities witli one another. Large numbers of villages are not con- , 
nected hy road with urban centres or railwa}'- stations. Over 40% of the total area 
during fair weather and npto SO”,, of tlje area during the monsoon is completely 
devoid of road communications in many districts. The injurious effects of in- 
adoquiite tran.sport facilities, the Committee state, can find no better illustration 
than tlie district of North Kunara wliieh, in spite of vast resources of raw material 
and pouer. remain a baekwan! area with a declining population. “Something has- 
to l)e <l(jne'’ add the Committee “to increase and inqirove the transport faci- 
litie.s in the province if the pace ot iiHiustrialisation is to bo perceptibly quicken- • 

ed We cannot sufficiently einjihasise the imperative neces.sity of 

(ho ernnient setting right tliis <loplorable defect in the economic structure of the. 
pn.vince from the j»»int of view of both it.-, agrieulure and its industries”. 


9 

The Committee lia\ e in no uay over-slated the drawbacks suffered by ouf ^ 
poti'iitial influ.‘:trialists. Today the waste of time, money and energey involved 
in movin.c a l urt in tlie lieart of rural area.s i.s simply enormous. The spectecle 
of a hnllock cart h;i\ jog to l«e e.seorted bv two or three attendants, in addition to 
tlic cart driver, to j)U'\cnt tlje \ehiele ttimbling down over narrow tracks, on®‘* 
side <ri wliii-li i.s at nfn e.< at a level of 2 tin 3 feet above the other, is not at ^l an 
uuu.sual one in cert un . re is ot the eoiintrv. Even so, thousands of villages are ca% - 
f>ff frnni the out-.i ' • .Imiiiir the finir five jnonths of the morisoon. 


Xatii/nafPlah 
v.it.tcr was al 


urges constructian of rural roatis.^Attention ^ 
. : Uie National l^lanning Cpmraittee in. 194Q, 
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• TawaharUl .Nehn,. A resolution Uf the Con.nntU.e . 

the chairmanship of' pandit .lawanar 

'One of 

ing' the villages witli markets . „„„f in th( fu’d 

■ ^^g=piliE3.ss 

state on page 33 of their repdr . ^ ^ is not perhaps fullv rea\>s^-l. 

“The effect of road surfaces on ° calculated in In-ha. Bn 

No accurate fig^^^^^l’^lAn^erLrbuUetin (.-ith cents rcU;^ 

- - - - 

basis of comparison 

of riJiuiinji 
i>cr mill* lor i» 
motor oar tni- 
vt'Uinc tit 2.’— 3a 
milot !»-*■ ''** ‘ ' 
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hi: U^e tn^e^n. au , 

to goods vehielee ami nn^^^ ^ab'ooO trucL in the country, some 
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Cheap motor transport is of fundamental importance to large scale industries 
and the provision of good roads will therefore constitute a great stimulus to industrial^ 
expansion. 

Road -3 alone can encourage small scale industries.— Jast as a river enriches the 
whole terrain through which it passes, so also, when an industry ^owa up an area» 
the resultant prosperity permeates to all in the neighbourhood and there is a • 
general rise in the standard of living. Instead of excessive localisation in a few belts 
of the country we have to ensure that the growth of industry is diffused as widely 
jis possible. Road development alone can achieve this. There are hundreds of small 
scale industries which will receive an impetus the moment more and better roads 
are provided. To mention only a few, these include the manufacture of jagg^y • 
and sugar, dehydrated vegetables, fruit products, milk products, tiles, bricks, 
handloom and cloth weaving, metal ware, coir products, wooden implements, cane 
and bamboo wares, paper pulp, straw-board, glue, etc. etc. 

Rural Roads will return Rs. 277 for every sum of Rs. 100 spent on them . — It may 
be useful to mention here that at the request of the Government of India, the India* 
Roads and Transport Development Association carried out a “Pilot” Road Survey 
of certain small areas of Bombay Province in 1943, for the sake of evaluating th* 
economic gain conferred by an adequate road system on the commimity and its 
relation to the cost of constructing and maintaining the roads. The survey which 
was carried out with the fullest co-operation of the Pro\incial Government, the Director 
of Agriculture and local bodies and local officers of the area concerned, showed 
that financial benefits to the community would occur under three main heads- — 
increase in land under tillage, greater cultivation of money crops including fruits 
and vegetables and savings in transport costs. In the selected areas, the financial 
benefits to tlm community under these three lieads were estimated at Rs. 12 lakhs 
j)cr vear. wliereas tlie necessary roads including .satisfactory maintenance for 29 
year's woiihl cost less than Rs. 41 lakhs annually, including interest on a road 
loan rcfleenjed in tliese 20 years! Thus for every 100 rupees spent on roads, th^e 
return through increased earnings to the community would amount to Rs. 277. 
Tins is independent of the inevitable rise firstly in the revenues to Government 
from variems sources such as land revenue, income tax and motor transport taxation 
4 md secondly iti the additional traffic with which roads would feed the Railways. 
A .still greatCr asset would he tlic .social advancement of the community through 
efhicatioiial progress, provision of health services, personal enjoyment and the 
provision of the "many other amenities of civilization, not capable of measurement 
in terms of rupees, annas and ]m*s. 


Roads ivill hip (he "savings Habit" by assisting Banking business . — Road de- 
velopment can help industries, not only by facilitating production and transport 
but also b\' raising the teinpc» c)f several ancillary measures that create condition* 
i'aNmurable to expansion of industries. For example one of the measures suggested 
by the (.'entral Aflvisory C’ouncil of Industries in July, for aiding industrial activity, 
was that tfi«* habit of saving and inve.strnent should be iiiculont-ed by inviting five or 
six leiuling eommcrcial hanks to establish about 200 branches each in rural areas. 
Here tile link between banking and roads will be apparent on a little reflection. 

th'-.se new banking offices, numbering 1000 or 1200 in all, would be additional te 
the existing banks, it seems clear they would have to be located at many small 
T:i\\n-lets uhich are \ery poorly sere «*d by roads. In any case, since a bank can- 
iuji bi- lo<-!ite(l in each of the six laklis of N illages in the eountrv, it is intended that th# 
ii; ojili of l aeh village should dep<*sit money in the bank situated in the nearest 
1 ' ii Kilt if there is no go<, • ali \v<*aiher communication between the villag# 
I'J Ujc liuiil' to enable speedy \ -i h;r the constituents of the bank, who may 
vatit frecpient iy to deposit mont; ' d-cir necounts or make withdrawal# therefrom, 
V. «uld lertairdy bi' impossible t^ the filiagu-foik with all tkeir ©onser- 

idei>s, .,> anything to d uk‘;. 


• \ 
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ea^h tj>Be^'8'6i'ores'a»d Rs. 5 orores T^pectively;and rttere Are now freshitjri^ of 
other provinces also reducing their presebi* targets, the U.P. ^bemg .& > cash 
point.. 



..V.. jipcnt bwiitg to slioftag^s BfinateHals ^and. delaji 
estiinateq, land acc^iiisition etc. It-iV on!}-; jiist riow fliat preparations 
of works ai;e. coining ihto their stride. 

Plqnimii^t bc^transfohn^d ihto dctiial rodds . — To have a paper plan like the Nagpur 
Plan (I6es not .sbrVe our requirernehts; It is ohly by the translation of the plan 
into getnal roads that industry can benefit. The present five-year plan is mostly 
confined to bridging, ' construction pf small missing Jinks in the road system and 
generally arresting in parts the deterioration of roads caused by i>revious neglect 
combined with war time increase of military traffic. 

Additions proposed to the existing mileage at present are insignificant. It is 
in tlio remaining parts of the Nagpur Plan that the actual expansion of the road 
system is to be nndertaken. Seeing that the present five. 5 ’ear instalment of the 
programme constitutes no more than one-fifth of the Nagpur Plan and the imple- 
mentaticjn of this instalment depends on the promised financial allotments actually 
matt'rialising in the next few years and seeing also that no definite commitments 
have been made hy Governments regarding the remaining four-fifths of the Plan, 
nor are tliere special non-lapsing fuiifls earmarked lor this programme, this Asso- 
ciation would .stre-s the neetl for the Fiscal Commi.ssion emphasizing the paramount 
importance of road development in their Report and giving it top priority among th^ 
.Mte{)s to be taken for industrial expansion in the country. To this end, we make- 
the folknving recommendations: — 

(1) The Provincial Governments and the (iovernment of India should be 

requested to restore the cuts recently made in their road flevelopment 
targets covering the current o-ycar programme, 

(2) These Governments should also be urged to undertake the remaining 

parts of the Nagj)ur Road Plan and complete the execution of the 
whole plan within tlie next 12^ years. 

(3) Special non-lqi.sing funrls from revenue or eapital funds sliould be ear- 

marked for tlie execution of the Roa<l Plan. 

(-1) Administrative arrangements for executiem aceording to seliedule should 
be perfected by tlie Provincial Governments since the present execu- 
tivi* macldtierv in some provinces is inadetjuate. 

(5) A.S, evoti after the eompletioii of the Nag|)ur Plan, many villages in 

highly {xiptdaled areas may be 2 miles away from a Road and many 

villiL'es in tjther .irras !na\’ be .a inile.s a wav frtim suitable road commu- ' 

* ♦ 

nications, it is essential that villagers sliouhl be ma<le road conscioUB 
and induced to '•onsiruet tlieir own approach roads with official 
• ■ncouragi-ment -and aid. 

B. ll.vN oK’.'rs o^ .Motor TjtxNsiMon 

'. III-,’. <{■ I rational ■•isntinn . — One of the fac tors ecm‘ ributing to the 

■d Ira port born<* by . lar-trial uiidertakiiiLCs is the very high level of' 

I N -'‘ i ' i a'.itor I ran.sport and r ...•.i tb-ni .'-h- the abscaice (»f correlation between,' ' 

the Centra i rel proviiud;U taxes i ' uc ardb rmiu in the latter. Under the - 
iWtKui .soinr in'OTincjca — j. dirlv Madras — have imposed staggering « 
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.a. ....ns on .o.n .on.es 

ilto, .... nnea .Ue ve.nCe .n. 

issued by the Indian Roads Congress . 


Motor 

Expenditure vehicle 
on Ronds tnxntion 


percentage 

of motor 
vehicle 
taxation to 
road 

exi>enditv.re 


Taxation 

p<T 

v»*hU*l«' 

. / 

✓ 


U.S.A.(1935) _ 

United Kingdom (1934) 
France (^932) 

Germany (1930/34) 
India (1939). 


Rs. 

Crores 
302 
80 ■ 
53 0 
48-3 
0 


Rs. 

Crores 
162 
78-5 
36 
46 
9 


Rs. 


o 

3 


.•>4 

«S 

68 

96 

15«) 


47-6 

262 

212 

222 

r»u9 


les^ per gallon than at present expenditure. A motor vehiele uas 

• eo^hlerahl, 

tiinos PS much as in Amor • ^ ^ 

increased. . t there is considerable aiiitation loi a re 

•■> In England, it may be ‘“‘■''“‘J' f /jj, H pointed out tint even before 

making a very r^y ap!)licable to India- 

arc* needless to sa>, cqu > PI ro^'^ls. Attached are 

3fo/or transport pays ^^^^^j^jnee on'' 'Future of Road * 

,ml — C^wil. bVl-roq^Sable’ charge, as agaim:t a m.ntmum of b pu s ,.o 

operating cost) now coUeeted. „,„tor 

3 The Report goes on to saj th a^eGeneral RevcuueB of the eounti> and 

wav operation and the h^„ ^er into account; However we need 

';f£s’i“ss;~ "o>» “* 
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motor vehicles) is dUcrimiixatory and contrary to the principle that the function 
•df the State is not to favour .one. means of transport at the expense of the other”. 

Fonm of Taxes levied . — Motor transport taxation at present oonsistB of: 

‘(a) Taxes levied by the Central Qovenment. 

Revenue 


1. Import/Exeige duty on petrol 

2. Import/duty on motor vehiolo parte & acceseories 

2. Exoiho duty on tyres . . 


Rb. Crores 
10-30 
i-sg 
1-24 


13-43 


Taxes levied by Provincial Qovernmente. 

1. Provincial taxes on motor v-ehicles 

2. Sales taxes on petrol and lubricants 

3. Salo.s taxes on new motor vehicles (estimated 1949) 


2-68 

3-76 

0-50 


20-27 


(Noth.— .R evenue from petrol duties represents average of two Tears ending 31>3>46. 
Otlier figures are for I94.')/46). 

Taking India as a whole, the incidence of taxation on industrial haulage a^ 

’present exceeds 8 pies jjer ton-mile of pods carried. What this means can be 

understood better by sa3ring that the incidence of Governmeni taxation on motor 

’transport by itself, exceeds the average amount charged for transportation an raiU 
■ways. 

Tile Association femly believes that cheap transport is the sine quo non of 
the country’s industrial prosperity and that India needs cheap road transport no 
le.ss than cheap railway transport. 

Anotnalies of Provincial Taxes . — Wliile this or the general picture, great 
anonialie.s e.xiat between one province and another because of the independent 
powers of provinces to tax vehicles and petrol. The Provinces fail to regard the 
total taxatip on motor transport AS a correlated whole and the result is that the 

incidence ot provincial taxes in one province — Madras— is nearlv twenty times as 
heavy, o?' certain categories of vehicles, a. the incidence in another province— Bengal. 

The cdfcct of certain provinces levying such intolerably heavy taxes is to raise 

the c^st of road transport to such o high level as to frustrate, undermine and defeat 

all ohorts tiiat are made towards promoting agricultural and industrial production 
in the country. ^ 

The seriousness of the jiroblem created by unregulatetl pnivincial taxes can be 
seen trom the following hgiires showing tlu incidence of veliiele taxarion in different 


Province 


.Nlatirus 
Uornhrty 
Hiliar lV Oriws^H 

^ - P. 

V. P. 

^V. . 


Huj>ei>8 per unnum Provin* 
vial taxes 


on 


Motor !c^^^y 
capable of 
ciirryinp 


Motor bus 
seating 21 
passengers 


3 ton loads 


1173 

2520 

440 

400 

300 

■ 858 

220 

160 • 

bSO 

.6<04 


18eto39Y 

150 

120 

200 

166 
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To add to the complexity of the problem similar varitions abo exht in the 
provincial sf les taxes on petrol ; the highest being 6 annas per gaUon and the lo es 

n annas. 

It will be seen from the above table that the difference in taction between a 
truck in Madras and the average truck elsewhere comes to roughly Rs. 8 /O per year. 
Therefore if a truck carries 60,000 tons of goods annually, with no 
it can carry only one-third of that with the petrol it n^ 

truck costs^ 2} pies per ton-mUe more than its average. Counteipart in the rest of 
t^etiS^ryfind wit^ rationing of petrol in force, the Madras truck at pay, 

per iommile pies more in taxation than trucks elsewhere . 

This Association believes that the best way of prd^enting the present abuses is 
to make i^or vehicle taxation and pdrol ^^ales taxes a central subject witn arrange- 
ments for the Centre to distribute the yield among the provinces. Taxation w lU 
then be uniform and the double taxation, which now impedes mter-pro\ incial traffic, 
will automatically cease. This will be in consonance with and m fact apiK*.ara to be 
Tne^X coro^ to. the action the Central Govemmont has taken by way of 
tr^nSeV/g National Highways from Provincial to Federal ownership. 

Until this is made central it should be definitely laid down tluU a .single tax 

levied in the Province or State where the vehicle u registered 

tion of the vehicle anywhere in India and that no province or State will ha%e the 
power to impose an additional tax. 

II Reslrictio,^ niuler Ihe Motor Vehicle, Act.-Mon- serious than tl.o hi^.l. and 

irrational taxation of moto. transport is the grave loss to mdustnal activity caused 

hv artificial restrictions on road ser\ ices under the Indian Motor \ ehicU s Act 1 . .1. , 
by r industry is denied the necessary measure of Ireedom to 

m t ^-hen and where required- Numerous artificial restrictions 

r.:.oo^tmdc^’the p^vls^ons of this Ac^ have tltrottled road traiuspor. during the 

rhfseriSr^t-rtXir^^^^^ ^ince 194,1. IVe give 

below a brief analysis of some of the provisioivs of the A(t. 

First of all Section 44 of the Act makes it obligatory for l^rovineial Goverumeiits 
div <U* each provinc-e into a number of regional areas and t(> entrust the adinm.s- 
r.m of the Act lo the Regional Autlioritie. in the resjK'etive areas. 1 tie etled 
Xr it is now seen from the ex,x.rienee gained during the past ten years, .s to bring 
about toiciblo fragmentation «f road transport. 

Section 63 of the Act requires the Regional Authority to be satisfied, even when 
- ! r'-ivato carrier’s ix^rmit. that tiio vehicle will not be used except m eon- 

iSBunig I I - business of the applicant. Recent experience in the U.P. and 
uection wi 1 h that Transport Authorities often take many months to eon- 
elsewherc pr abused. The result is that a husiness- 

marato"a|»plyi“b^ for eonveyance of iiis private goods has U, wait for 

months to obtain the jx-rmit. 

Section 53(2) of the Act requires that permits may define the areas ui which 
tiev n- to be valid, thus a Regional Transport Authority often re.stricts the use 
of U»e veliicle to particular sections of the region. 

S.-ction 55 of the Act requires the TransjKirt Authority to consider whether the 


Mentations to the Authority, opposing tne grant. oi u pe....... i — - — 

very significant. As can be readily appreciated a group of operators on a route 
mav “S to obtain a monopoly for themselves and will naturally entleavour to put all 
Lorts of obstacles in the way of a new comer. It is not surprising therefore that when 
an aimlication for a permit is matle, other operators in the region may turn up to 
argue that the additional permit is not necessary. But even where no such arguments. 
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. are. advanced hy the oxistil^ operators, thero-is no y^dsti^ by 
Authorities are to ineasure the interests of the public and it is not unuraal to.h^^ 

■ -of rejection of applications on the plea that the issue of permits would nbt be in the 

public interest. . 

Further the. Trans'pon AutKoritiW have power foJiinit. pumber of ; 

and the impression has evidently gone round that becj^pse 
• •' this power, they must, of necessity assulhe that f 5°^^ 

unnecessary. S6me Authorities havp gone further and cgncjuding that Ihe 
tion point in road transport' field has already been reached have announced that no 
new permits will be issued. 'Some dther authorities have fixed ceiling limits speci- 
fying the numbers of vehicles^ which they have laid down, should not be exceed- 
ed. 


Section 57 of the Act lays down that an applicant for a public carrier ? permit 
shall be made not less than six weeks before the date on which the per^t is to, be 
operative. The section also prescribes the manner in which all applications are to 

be published and objections invited. 

It is tlie general experience that the issue of a permit generally takes 2 to 6 
raontlis. 


Sub-section 2 of section 58 lays down that renew-als of permits shall be treaty 
as new applications for permits and therefore subjected to aU the delays enumerat- 
ed above. 


Section 03 which is one of the most objectionable Sections of the Act states 
that u permit granted by the Authority of one region shall not be valid in any other 
repioii unlesi^ it is countersigned by the Authority* of that other region. The only 
exception is in the ca.se of temporary permits where one authority with the concur- 
rence of the authority of the neighbouring region may issue permits valid for the 
two regions jointly. 


Althougli each Regional Authority takes at least 3 months to issue a permit 
there arc provinces where an operator, who wants to run his services from one end 
.of a ijrovince to aiiotlier, is forced by the Act to approach each Regional Authority 
in turn so t iiut it generally takes very nearly a whole year for a permit to be dbtained, 
valid for tlie whole ])rovinee. SureXv nothing can scare away prospective operators 
from the traiisjxirt field more effectively than a provision of tliis nature, particularly 
as in many provinces tlie duration of permits is limited to one year or less. 


The. very creation of numerous Regional Authorities within one province has 
ereateil a vested interest in fostering the fragmentation of road transport. It is 
true that the Provincial Transport Authority in a province has the power to take 
into Its (*wn hands the issue of inter-regional permits but certain provinces have 
been content to leave the matter in the hands of Regional Authorities, thus placing 
ini el -regional services at the mercy of a large number of Regional Authorities. 


liih r■J»■ol■iuci(ll pennil.^. — The handicaps attendant on inter-regional services 
are intensified when permits of inter-provincial validity are required. After securing 
a :it J inil \ alid up to the provincial border, the operator has to approach the au- 
th-aiiie.s of other provinces or States for eounter-sh^nature of the permit. This 
, . (.lints for the paucity of inter-provincial services, auhough the efficiency of many 
• i! our industries — .existing and potential — is dependent on the existence of the 
’ i|'.)ick and thwible means of inter-pro\ ineial transport that the motor lorrj' alone can 
onoide. 

A 


[>ufn(io>‘ of Pt^rniiU.- Finally another great deterrent to the expansion of motor 
transport is the practice i.'.-iXiing permits for such a short period as one ‘year. In 
si iii ■ i>ro\ jmes. jiermi.t.s u issued lor still siiorter periods — such as 3 months — 
iiCi'iuso ih'- authorities wa . •> (i-cidc whether or not they should nationalise 


V • 


• I 
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nti»ad tr^nspbrt. The permits ^v>si-tdky plto 

■!rUtioriaUsation—eVeh if It should uUimatdy^ of Sai* is'exhKusttid ; by fhe 

s:JOr 2 or 3 years. As stated above, the ^ .j. • r^’ui-e fora wnbdSiiffebient- 

. r. ^me a perndt is secured and m the ^j^oHS^uflay in veltrae^ in the trans- 

-ly long to enable them to recoyer <vould therefore urge 

fhft "Governments under which duration of permits 

iias been restricted, should be revoked; ' 

‘ In conclusion, we would recommend the 

« ,„:r.= xr « li r=ss 

■ « "¥i"" is»s.nE.s.'; "f's »•— ' '“■ “ 

,« b. „.».b » .b. bb „™. 

rr::i » -Vfr-- ss "xr.x;is:'ib=;x 

narrow gauges of rad y . . ^.j-anaport by medium sized vehicles. 

roads. At have lower limits i.i force. 

but many other pio that certain 

In some cases the restrictions "JJ^tTar-time .nilitary traffic has 

tconsidci- the old limits. bridges the plea is that the roa I 

Where restrictions cannot b^U^bute^d paragraph taken 

aystein is not 

from a publitatio , wiOidits of the vehicle and of an axle, 

‘■It is in the divergeime between Provinces. It is under- 

stood that the gro^B load ^ conditions, it is believed 

I'hough there might, be 7 / could not be due to this as 

tlrnt tlie large least in the Provinces where lower 

Provinces wh.re higner limit i. alioweu ^ ^ 

■ ...b, Wb-b ■■•'VXwit'Sb 

SX"S”?;x o-b,>— » b-M,« » b-ob.i,a,i, 

in^equate for such a loadt _ 


f i 


I 



330 

IV. Distance restriciions on road <ran«i»rt.— Another serious r^riction 
which, industries using road transport are threatened in future is the Centoal Qq- 
vemment’s recommendation to Provincial Governments that road transport^ 
should be prohibited on all but short hauls, in order to force traffic to the railways. 
According to a draft Code recommended by the Government of India, road trans- 
port is to be restricted to between 50 and 100 miles, and even under the Select Con>- 
mittee’B Report on the Indian Motor Vehicles Amending Bill, such restrictions 
would operate on routes exceeding 160 miles. 

The object of this proposed restriction is to prevent any fall m the revenues ^ 
Indian Railways which are owned by the Government, and it is argued that if 
Railways incur any loss because of road competition, such loss will have to be* 
borne by the general taxpayer* However true this argument might have been a 
dozen years ago, the position has now completely changed. Today— and more partK 
cularly when conditions return to noral— restrictions on road transport can benefat 
railway revenues only by inflicting a much greater loss on the revenues of the Govern- 
ment of India from other sources. For instance it has been shown earlier that on 
every ton of goods carried by motor transport the Central exchequer derives a 
revenue of 4^ pies after meeting the motor vehicle’s contribution towards the 
Road Bill. A three-ton lorry operating every alternate day on a ^O-mUe 

route would thus bring in a net profit ofroughlyRs. 2400 annually to the Govern- 
ment of India. 

It is clear that the financial considerations which constituted the justification 
for tlie Government of India’s draft code were higher to examine only from th# 
point of view of the railways and not in their relation to Government revenues as a 
whole or in relation to the general taxpayer. A detailed examination will show 
that instead of bringing in any financial gain to the Government of India or to the 
Indian taxpayer, road transport restriction would inevitably result in a serious, 
anti very considerable loss of revenue to the exchequer. 

In the attached pamphlet prepared by the Association early in 1947 w’e have- 
analysed the dangers attendant on any policy of road transport restriction. Be- 
sides showing that the loss to Central Government revenues, through prohibition of 
long distance road transport, would be more than double the income that might be 
derived by the railways from traffic deversion, we have shown that : 

1. It would be detrimental to the efficiency of the various agencies of trans- 

port because it would remove the stimulus of healthy rivalry, and 

2. It would work against the interests of the public and particularly against 

the interest of industrial concerns hy denying them the right to* 
transport their goods by whichever mode is most speedy and con- 
venient for their purposes. 

We would therefore urge that the proposed restrictions should be given up and iik 
case other means of transport require protection, such protection should be confined 
to traffic on route lengths exceeding a day’s run by road, since, within this distance^ 
whicli varies from 22.7 to 30(J miles, roatl transport provides an unquestionably 
sujK'rior and more efficient service, the adviHitages of wliich should not, under any 
ciroiimstances, be. denied to India's industries. The sort of protection that can be 
ci*nsidered for routes exceeding miles — if protection is found to be justified — ^is- 

a provision that road transport should not undercut eipiivalent railway fares, so that 
f-ompetition hetw’cen roarl and rail may be strictly on the seore of efficiency or suit- 
for individual requirements. 


\'. Road Rail ('o-ordiratimi . — We consider that road transport can be used 
!)\' llu- railways to inerea*'- Hk- efficieney of tie- railway service to n considerable- 
<'xt> r)t on tlie lines iwloptc , *' - '.S.A. and I'nited Kingdom. In America for* 

l‘,e Southern Pacil; ' . < "mpaRV introduced a subsidiary road carriage^ 
• .■r\ u;c us ]o{tg ago as 1929. of wliich they have accelerated their .trairt 


services to a remarkable exent. fa° ? 

series of selected rail heads and are covering parallel 

mediate stations and branch lines. - passenger trains. Consign- 

^n^tS act as rail heads the 

Almost without exception, distributlmi by J^'ty *,*'“„ "ofVmipbt tmm 

to etfeot savings in locomotive fuel, trai ^ ‘ ^ f operating the road freight 

crews, wliich in the .apregate ‘ j by the lories costs the railway 

_ 4 1 ^ ^ « I 


In 

extract 
neotion i 


a tne less eiiiciuuv .-SCI. ' .. . ..j, 

::Srest in UiiHom 


4< 


The Great Western Railw.ay /.onal scheme is goods train 

transit time for sinal ^ remote villages, 

between all parts of ‘he G.W. . y ^ uivlertaken bv tlie coin- 
Collection and delivery ''’.‘*'''"1 i,i and sub-depot.s Instfid 

pany's roatl flect.s operating fiom concentration of 

\S a larger number of sMwn,^ 

traffic at a inneh sjiUer nnmto ,,c 3 ptached by fast freight 

tp^r ^rlH^n of commodities". 


SUMMARY 

We earnestly recommend that • restoration of the recent 

A. Roaxl Development should he h ^ special non-lapsing 

cuts in the targets of tlm tIic whole of the Nagpur Road 

funds, fifth is covered by the present 5 year programmes, should 

Plan, of which on y ^947.1962. 

be completed wi i vIp taxation under which the Centre would 

B-I. A rational system of .^pi^ee the existing pro- 

collect the taxes on a . petrol sales taxes, so that dual taxation of 

^ certain of the provinces may be re- 

medied. mad transport under the cumbrous admmis- 

n, ««»•'•' '■^it'SISelee Vebl.t* A.l 1»» ■>■”"« >» •bolbbed. 

—"t" 'rm'""*- “• 

of Indie', dreft eeile, eheubl te„neport effleieney ebenld be furlhored 

V. Itoad/raU °t really important railway stations, with road 

1^^^ ^ ^ c^^ll^iC tx^^n ^L*d Xlivcry ^between them in replacement of 

gervicos operating loi 
smaller railway stations 

18 M. of Com. 
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rHE BOMBAY SHAREHOLDERS ASSOCIATIOir BOMBAY. 

NOTE ON SECTIONS 96 (A) AND 96 (B) OF THE CANADIAN COMPANIES 

ACT. 

Section 96 (A) is as follows : — 

96A. (1) Evei-v director of a public company shall ftirnish annually 
secretary, for the information of the share-holders of the company at 
general meeting tliereof, a statement setting forth in detail all shares or other ^cwi- 
ties of the company bought or sold by him, for his personal account, directly during 
the twelve months immediately preceding such annual meeting. 

(2) No director of a public company shall speculate, for his 

directly or indirectly, in tlio shares or other securities of the company of whicli he is 

a director. 

(3) Every director of a public company who neglects or fails to make true 

and aocurate'statcment of sucli transactions as required by sub-scction one ot tn 
section, shall be auiltv of an offence and liable on summary to a hne no^ 

exceeding one thousand dollars or to six month^s imprisonment or to both nne ami 

imprisonment. 

(4) Every director of a public company who shall speculate, for his 
personal account, directly or indirectly, in the shares or other securities ® 
company of which he is a director in contravention of subsection two ot this section, 
shall be guilt V of an offence and liable on summary conviction to a fine not exceeding 
one tliousanci dollars or to six month’s imprisonment or to both fine and imprison- 
ment. 

This .section is .self-explanatory and has been referred to in the note on the report 
of the Canadian Commission on price spreads. 

Section 96 (B) Reads as follows : — 

96B. (1) The directors of a public company slioll not authorise the issue and 
alic tment as fully paid sliares in the capital stock ot the company having a nominal 
or ]x r value, except for a consideration payable in casli to the total nominal amount 
of tlie sliaros so issued, or for such consideration payable in property or services os 
tlie directors may determine may cxpres.s resolution to he in all circumstances of the 
transactions tiie fair ecjuivalent of cash to the total nominal amount of the shares 
proposed to he issued : Provided that the directors may apply to a judge for a dec- 
laratory fu'dcr vith relation to the consideration for tlie last mentioned shares in 
like manner and with like effect in all respects as provided in any by subsection nine 
of .section twelve of this Act. 

(2) Sniijcct as luMcin.iftor jirovided, every <Iirector of public company who is 
a party to authcirising the issue and allotment as fully paid of any shares of the capital 
stock of tl'c cfinipanv having a nominal or jior value .shall he liahle, jointly and seve- 
rallv V ith his co-direetors. at the suit ol any director, shareholder or creditor of the 
company, to make good to the eompany the amount by vhieh tlie consideration 
acluallv received l>v the eotnpanv for an\' shares so issmxl and allotted as aforesaid 
is foiiii(! by the court, after full iiuiuii> into the circuin.-tances of the transaction, 
to be h'ss tiian the fair e(pit\'al' iif <'i' the cash, wliicli the company ought to have 
i-i'cciv cd for .such •'liare.s if tiu y iuul lu ( n issiK'tt and allotte*! for (a.sh if the resolution 
rc h i red to ill .<iib--cction nine of^. iUinn t',\el\o of this Act lui.-s not been passed or 
if il i' pro\(‘(l. as to any sm-h lirsl meiitioiK-d <iircctor, th.at such director. 

(ff) liad knowledge tlun '!>.■ coo.^idc'rat ion .'•o roct. i\ ('d hv tlic company was not 
tlie bi.ir equivalent of the ea-ii v hich llu- compam’ ought to have received if the 
shares Juui been issued and alli' o- l f-.r ca>h : or 
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(6) foiled to take reasonable stepa to aseert^ -h ^ 

receiVed by the company was in fact the forr equivalent as ^ ^ 

(3) No suit shall be commenced against aiiv err-ditnr, 

any I, f them under the authority of auhsee ion tuo s, 

director or shareholder of the "''I’Pj;"/ '' ),v anv creditor of tlie company 

share. 

(4) This section shall not apply to any oV opcViition of 

ES»:SE'=fe^ ■' 

This section has also been "ecMrfmm* ScMion'un-' hat a s .ivcnard 

Commission on price spreads it . ^.^act from th<‘ <-om])Miiy aiuoimU 

^“t o?i:;<!;rS:'t:^he vidue“ ^f ^ assess, ;i trausfor. by takin. a , vantage o, thcr 

fiduciarv possession. 

A ;efbrence to Section 12 «-y ,, 

been given to the Directors o a con^ p.-Vioperty or services in lien of .l.ares 

as to whether «*bV.cons.derat on < >a d ^ or not. Timl pro.^- 
allotted in the capital f ;,f Section ihi If w!u-n fully paid di u. > are 

company 

note ON SECTION Ul OFTHE ENOUSH COMPANl 1-S .U 'I HOS. 

in 1943, the Boap. of 

as Chain, lan. to 3" „ inieiil.ar to review tin- re,,nin-n,en.s yres. r.bed 

English Companies Act, ..f (.omirnnies and the .^aieirnards alToi.led lor 

iri regard to the formation and afta s ,<in.isUMi of i:i nu-mbers 

ISves^ors an<l for ‘1- I-'* - ,toek exehan.w interests. 

comprising The committee made a unanimous n-porl wl.irh is 

lawyers, accountants, etc. ^ In naratrraph 2H of tlie r.'iM.n theeommiUee 

popularly known as the ' V^j^ted in Hs prosju-rtus tliat an api.lieatum 

recoinmemlod ‘n (.vrlrinec for (luolatioii of a .scrip and the application 

wouhl b.* made to tlie sto k then all moneys sent along with the apphea- 

is not Jm-ct has been given to this reeonnncmlat ion by V etu-n 

M*of the*KnghslVa^ " 

Alht>nc>tt o! states that 'appliealion has 

Where a jirospectus. « a- ' ■ r j],,. shares or (kdicntures oiler.* I tlicreby 

,een or will be made for ‘ ,.t mad- <m an applnation in 

to be .le-alt in on any « void ,f the p rmisdon h -s not 

pursuance ot d.,:' i ',Uy nftcr the lirst issue of the pros|K'ctus or it the 

L-n upidici wbwe'tbc expiratim, ,.f tbroc w,-elm bom ,1m .lab- of 

permission has loiv^or periofl not o.xcoodmg six weeks as 

ou^'lcbalf of the atoek oxeliaiigo. 
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(2) Where the permission has not been applied for ^ afw^d, ot 
refused as aforesaid, the company shall forthwith repay without 
received from applicants in pursuance of the prospectus, and, if any 

not repaid within^eight days after the company becomes liable to repay it. the dmw^ 
rthe^company shaf be JoMy and severaUy Hable to 

at the rate of five percent, per annum from the expiration of the eight day . 

Pro^dded that a director shall not be liable if he proves that the defeat injhe 
repayment of the money was not due to any misconduct or negligence on his part. 

(3) All money received as aforesaid shall be kept in a separate bank account 
so long as the company may become liable to repay it mder the iMt 

section • and if default is made in complying with this sub-sectioi^ the wmpaiy 
Tnd e vVofficer of the company who is to irfault shaU be liable to a fine not exceed- 

ing five hundred pounds. 

(4) .4ny condition requiring or binding any appUcant for shares or debentures 
to waive compliance ^nth any requirement of this section shall be void. 

(61 For the purposes of this Section, permission shaU not be deemed to be re- 
fused if it is intimated that the application for it though not at present granted 
will bo given further consideration. 


(6) This section shall have effect : — 

(a) in relation to any shares or debentures agreed to be ti^en by a peraon 
underwriting an offer thereof by a prospectus as if he had appued 
therefor in pursuance of the prospectus ; 

and 

(h) in relation to a prospectus offering shares for sale with the following 
modifications, that is to say : — 

(1) references to sale shaU be substituted for references to aUotment ; 

{ii) the persons by whom the offer is made, and not the company, shall 
be liable under subscription 

(2) to repay money received from applicants, and references to the 

company’s liability under that sub-section shaU be construed ac- 
cordingly ; 

and 

fiii) for the reference in subsection (3) to the compnay and every ofiBcer 
of the company who is in default there shaU be substituted a refer- 
ence to any person by or through w’hom the offer is made and who 
knowingly and wilfully authorises or permits the default. 

The effect of the Section is to afford to the investor a greater measure of security 
and ns no public company worth the name can afford to aUow its shares to remain 
unquoted the protection given by the Section is most valuable in that it tends to 
dLssiiade promoters from putting on the market unsound prospectuses. The rules 
of the London Stock Exchange go much beyond the ordinary law as information not 
required by the Companies’ Act has to be given to the Stock Exchange. In para- 
graph 24 of its report the Cohen Committee has referred to the stock exchange 
requirements as giving a powerful sanction against undesirable fioatations. 

NOTE ON THE REPORT OF THE ROYAL COMMISSION ON PRICE SPREADS 

APPOINTED IN CANADA 

The above Gonunissioix was apjxointed in Caixatla in 1934 in order to investigate 
the causes of the largo spreads betw’eeix the prices received by producers and the 
prices ])aid by consumers. 
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In the course of its investigation the commission went into various aspects of the 
economic situation in Canada incUidmg 

voting power in large corporations engaged in production o. ^s j .writionfi 

with questions affecting the corporate system as a whole. Its recommend- ns 

on these subjects are contained in Chapter III of the report. 

Tlie commission recommended that a federal trade and 
should bo appointed and that as part of the activities of thas ^ ' 

ties Board should be appointed wit' following t^ong other functions . 

(i) To review and investigate capital structures of companies. 

(ii) To p:iss all 'ussties of boitd-s or slocks after careful consideratt07i. 

{Hi) To scrutinise advertisement and publicity materials accompanying such 

issues* 

(iv) The Bo;ird to Mm no i,,„- r formally to apjirove but it should have [..pwer 
merely to reject a#n issue* 

fyl No company or investment house whose proposed issue of shares is under 
review! midlt ^jec^id should be permitted to make any reference to that c.lcct 

in its literature. 

tie. aiXr f of wtoil were repealed 

by the Securities Act, 1947 as would In- s,-en tr..ui tlie other uot<-. 

t 1 1 fll.t* * . Wiitori * sllOulcl V'lO I ‘I**' vcFilod 

to^r^'iven om:ctt bvXiuUrPd iou „f Seetiou 9«(B, iu the Ca.uuliau fo.up.- 
Tes Act as to which a separal.. u,.t.' .s snbuulted. 

r M ... w.<t.ttmr.iu!.-<l that directors should be prohibited from 
speeS^;;’“:^Xj::dUu4re,uup.^ 

hX'i:::;;; ■ ;::l,s:rau.d in- a.ueud,ueut of uw cp-uadiau An a. 
will be seen from Section DOA. 

It is iutcrestiu« to 

ealX'wiU^^^^ to all security lu.ldcrs”. The following observe.., ous 

tt pages :i8, 39 alvd 43 of the r.-pori w.ll repay perusal. 

Remedial Suggr-tlions 

trt u.r.^.diorL^ and rooommendations for remedial action. In 
Wo now com* .n.rJions wo aro not- so optimistic as to believe that any 
making the.so recomint-n ■ ^ jved and eflei-tively administ<Tt‘d, will pre- 

legislation, howe\er wise unsoutid omp'.nv promoti-m. Wo have, in- 
vent all ^ ‘“vav from the vitizen “his ina- 

deed, no nglii e\on li w jiimself' ^Vo do, however, feel that we have the 

li<pivvble right to ^ makiug a fool of the oiti«Mv. Wo would ompha- 

right to attempt to j , otoud of i)ei*sons to lx- iueorponde into a eoinpanv, 

Bit. also, first, that S "‘(^iianted by tUo state, especially in relation 

Bboul.l be Mewed i “‘^;.^';l"j;';.^,;;.“etion of personal liability and second, that such 
to the oonvemenc^ ot ^ nugations and responsibilities. Not the least 

aconc<'Ssiou involves corr si there shall be full and accurate information 

t -ir ..:^::;:ny that seeu,s iueorpora,i„n or financial 

e“ppt from the public after such iucorporat.ou. 
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;e mav auc.cipate at the outset a general object*o, that will be levelled at 
manv of our suggestions, namely, that Canada is a young and developing 
and as such, needs and will continue to need capital ; that no unneoessa^ obstacles 
or discfuir .goments should therefore be placed in the way of the assembhng of such 
capital from the investing public. To this objection we have one answer. M 
our recommendations arc designed to encourage sound development through the 
discouragement of unsound and reckless promotioi^ of the tod which too often 
characterised the fmancis.1 history of tliis country m the last hfteon Even, 

if for the sake of rgument. wo make an admission, the vahdity of which we do 
not accept that some capital might be frightened away bylaws desired to pro- 
tect tlv‘ investor, the amount of such c-’-pital is not likely to come within measur- 
able distan.ee of tlio miUions lost to this country by unwise and reckless promotions, 
millions w”ieh might have been saved if some of the recomnumdations we are about 

to mi.ke had had the force of I'V. 

The Prevention of Stock-Waiering—The Securities Beard. 

We now come to a most important point, namely, provisions to discourage i^ck- 
watorirn^ wliich is, at times, almost iw destructive as currency debasement. \Miere 
the capftal structure is illusory it falsities all statistics and calculations based upon 
it. To strike at this practice w(? mc.ke two recommendations : first, that it should 
he ma<lo illog;'.! for (1.irc(;tors, proniotors etc., to issue fully paid up shares unless 
the compe-nv n'ceivos for these slu res, adequate considerations in cash, jiropcrty, 
or scTNices.’ The duty of investigating c.ud determining the adequacy of such 
consideration., where such adequ.“cy is involved in any Iitiga.tion. should be placed 
squarely on the eourls. 

Altiiougli the i>re.^cnt legal situation, is not iKrfectiy elee.p it would ap]^ar that 
in piMcti<e, (Canadian (’onrts show a reluet’Mico, whielx amounts to virtual refusal, 
to inrpiire into llu' adetiuaev of eonsider.'-tion if it is in. some form other than cash. 
If, in some way. the duty of sueh inquiry could be definitely iilaecd on the Courts, 
a most \ c.lui'.hle step forward woulil ha\e been taken. 

d(, not think thc.t this would he placing any burden on the Courts which 
tliev could not : cleqiudelv discourage. It is a customary practice for Court.s today 
to plc.K- it ^•ahu> on an rrm, an eye, or a reput .tion. There is no reason wliy they 
should I.v unc, hie to place a value on a body of c.-sets given as consideration for an 
i«Uf -.1* - lo- k. If the decision of the Courts should l)e that adequate consideration 
was uivcp. tlion liability for the balance of tlv- consideration unpaid should attach 
<<» t!v director,' coneerned. if it could be shown. 

(o) \\vM such directors liad knowlcdiic of the inadequacy of the (consideration’ 
or (b) f-il-d to take reasonable steps to ascertain the ade(piaey of the consideration. 
'Phis would n<’t merely disconratte stock-w tcring l>ut might also check that growth 
of interlockiin/ and multipb’ rfirectorates to which wc have referred.” 


T^lKMOll WOX^M 01- TH1>: BOMBAY ISHABEIIOLOEBS' ASS0C3ATI0K ON 
THE XOTE SENT BY THE FISCAL COMMISSION ALONG ^TH MK. 
D.L. M.\ZrMi)AirS I.ETTKB. DATE1> 2NO JANl'ARY. 1950. 

Section II — C.vriT.vi. Requirements. 

(^/) Do ijuH eoiisithr Iha/ th< ■nijiidg of indl'gnious cajtital trlJJ he sufficient 
for nny selo no of rapid indu.-itrioli.solicJi of the rc nvtrp ? If SO, 

(0 n'hdt sh j,s n-ould yvn ndrncoti to lop ilo scvvcas of ivdign c<i> capital f 

(ii) vhfit is the rnt^ nt frhirh inveshnent of indigenous capital will be possible 
say, in the nryt t<n yairs ? 

Ansinr. — 'I’hc prcsi*nt "uiImoU in the investment market has become so dismal 
that il in;‘\ not be po.ssible «•' lia\c ndoque.tc su])ply of indigenous capital for any 


337 

. nf indu-trialisatioa of tho <«uutry until tl. causes that have .cu to 
affairs are substanfially removed. 

The damage done to the [j ^ of the eo.mtry i> too a-ll- 

TM^ expeci..tioa was however . * to b "l ent at i high b-v< l. G-.v.-rument 

rnmmsmmsm 

ESs;=si;:::p!5rr;=rsi 

. spi 

pkt sMHnu t,uvJ. u! tu.- industry m . 

V f nereased d-a,roes«; all- waoees ^ ‘Ti:;:,.., ’['hr -r-ov lu-r.- t--d 

and.l.M'tuciat.ouo -■•Mut, ■ i;t » ..:.Uo,u -ly slty Ir.tli Or <n n , . u ut 

nf^f 53 p t-; 

-•-"P 7:U.y,lry.- . ^ rite tndiccs of 

Tl.e havoc thus caused tvould '>« »Pl>j;:;X7t inkiXin its Bulletin for October 
securitv prices ,.uhlishod '-V ^ .'^““"Ti.e ' India Indev f 

divXnrrtnSrial' seet.ritics which s^ood^ ^X’^u'-Xon uptlt Oet. ttUO. 

1946 have respectively come down i - jg pirticul.uly 
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Exchanges. Consequently, if the laxge nuxnber 

include t number of new companies whose ahai^ have become unsaleaDie ar 
into account, the position would really be much worse. 

Among the reasons for the aforesaid state of affairs we have included floatation 
of new concerns on unsound lines and abuses of management. 

With regard to floatation of new concer^ a ofjhe 

numerous concerns which are in our possession ® ^ large sections of promo- 

already supplied to the Commission and the r ^ shares of low denomination 

trative and not exhaustive. In not a few (^es, tJthrprom 

Si. ,. ^ 

aST some cai^s unSx^tS'^ arrogem^'entr^Ye not been carried out. 

There have also been many cases where vendors have transferred propertyto 
new companies at uiflated prices and have also obtained large amounts 
This is borne out by the 1st Annual Report of the Industrial 

where the Directors observe : “In many cases, the paid-up “ wLl hv^the 
represented shares issued iu payment of properties and assets transferred by h 

promoters to tlie companies at inflated values • 

Several concerns have been floated without proper 
to sucli questions as availability of maclunery and raw matenal, 

location, etc., etc. indiscriminate floatation ol air Compames, Cotton Textile 
Mills and Chemical concerns are instances in point. 

In paraeraph 2H of his address deUvered on 20th Miuch 1943 before the Gokh>fle 
Institute of Politics and Economics, Sir Chintaman Deshmu]^. referring to the 
Defence of India Fade 94- A in respect ol control of capital issued, obser\ ed . 

“The chief object of the Rule which was promulgated in May 1943 was to pro 
vent the tn'owth of mushroom companies which stood little chance of 

the post "war period and other undesirable practices such as over-capitahsation 

of concerns on the basis of abnormal war time profits to the detriment ol 
ing public. Aiiothor important consideration was the diversion of 

capital from unsound and speculative enterprises tu mvestments m Defence lo^ 

so an to mobilise the financial resources of the country for the prosecution of th© 
war on the one hand, and to combat inflation on the other . 

We attach herewith a statement containing particulars of capital sanctions from 
the bc-imiing be., from .May 1943 to 31st December 1948. This statement brings out 


S.y 

the following facts : — 


1. Total number of companies sanctioned (Col. 2) . . . 5,653 

2. Amount sanctioned (Col. 3) . . . (in lakhs) Rs. 88.888*78 

3. Number of companies that have reported paid-up capital 

(Col. 4) 

4. Amount sanctioned for companies that have reported paid-up 

capital (Col. 5) .... (in lakhs) Rs. 48,916*25 


5. Subscribed capital (Col. 6) 
C. Paid-up capital (Col. 7) 


Do. 

Do. 


>> 


J> 


23,079*29 

19,753.86 
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'K5-SSJ 3*"S zsssn:^ r.5 t,”5S‘ is 
ssnS i," : - 

productive enterprises. protect the interests 

u .■[[. ., ...■1 >" ■ "''‘'"."jts 

correctness of any of the statemcm orocec.U-d on un- 

it is therefore not surinfsing that capital form.;^tion ^^^^^^ 

deshS,;: u^s invo^hig 

son. ^ r « nn;,er th.. .latronag^f 

panvK.^- ' '' "ti. ,t their or.'anisation IS souml. "‘f ’ ' without 

l:s;:"i‘.“ ■”"""” 

benefit of the investment marker. u.,,,u.y,u\ lines can only end 

It is clear that in dustlialisatio.i v. hieh 

in disaster. N<> Fiseal “ “ economy and not on oppm "y .pie. tly 

lam ^ . smnhy m th.. sha.s 

for official “^r tVien.^ is ffiy'''-'’ detrimental to thr 

ficial to tlie promoters .md 

the public and reepnres to eh 

. . . Icive to make the following suggestions . 

On the facts stated above, nr • ,i„„„ci il and oconomie poliries in 

1 Government sl.ould revise *;';‘‘;‘';;,\ „1 taxation, increase tt.e ^ 

savings and create cunv^ 
investor. 

This point has i^eady ffiien ^It^fi.^ Pc edeetiveiy amended. 

2. The Indian Companies ■ . ^ _ ^mnosals for amendment of 

With regard to this suggestion, j ‘'wc Xuld however emphasise 

the, Sd'an Companies- Act liave ^een Publ shed. U published pro- 
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tration and enforcement of the provisions of the Act. W e attach the ^eatest impOT- 
tance to this proposal. The suggestion for creating such an orgMu^tion was made 
by us when the Act was amended in 1936 but the same was i^ortunately turned 
■down with results which experience has shown have proved disastrous, 

3. In order that new capital formations may proceed on placed and orderly 
lines with due regard to sound principles and the interests of the inveswr, anange- 
ments should be made for creation of some standing organi^tion^der tlm plammg 
commission whose appointment we have favoured in reply to Section V li o 
note. The function of this organisation should be to scnitmi^ the prospectu^ 
of new floatations from the point of view of their soundness and the adequacy o © 
information disclosed therein before they are pubUshed. This organmtion should 
in collabf)ration with the Stock Exchange authorities frame a set rul^ to be 
observed bv all the Stock Exchanges before granting official quotation tor any 
scrip: Dcahngs in any scrip in which official quotations are not granted should be 

prohibited and made a criminal offence. 

We are of opinion that the above suggestion would go a long way in dissuading 
promoters from putting on the market undesirable or spurious propositions. 

With regard to rules to be observed before granting official quotations, consti- 
tutions of some stock exchanges more specially the Bombay Stock Exchange cont^ 
some useful rules which have to be complied with by companies who seek omaal 
quotation.-?. Such rules however are not adequate nor are they uniform on all he 
stock exclianges. In fact, certain stock exchanges have no listing rules, Uur 
suggestion is calculated to impart effectiveness and uniformity in this matter. 

With regard to tliat part of the suggestion which seeks to impose restriction on 
quotations, the same is intended to prevent dealings :n undesirable issues. Wmio 
tl\e *Stock F,xoliange authorities can exercise a certain' -mount of discipline on their 
own niemhc-rs, they are powerless witli regard to non- a inbers who are, under the 
existing Jaw, also entitled to deal in such issues. Th ^ is a serious lacunae of which 
full advantage has been taken by the promoters, and heir friends. 

In our opinion the suggestion made by us requires careful consideration. To ei^ 
able the (’onimission to arrive at a proper solution of the issue involved, we would 
in\’ite attention to certain precedents which go to show that the principle underlying 
the siisr-iostioii has already been accepted in countries like Great Britain and U. S. A. 
and Canada. Under Section 51 of the English Companies, Act provisions have been 
made tor repayment of the application amount to the subscriber, if the prospectus 
states that an application would be made to a StockExchange for obtaining permission 
for ({notation and tlie permission is nut granted. The object of this Section which 
has t)een enacted as per recojnmendation of a representative committee called th© 
(Johen C’onniiittec [rich- jiara. 2H ol tlic committee's report) is to afford the investor 
a greafcT measure ol security against undesirable or spurious floatations. 

In tin- r. S. A., transat tious in securities conduced upon securitics exchanges 
and (n c!' the counter markets arc affected with a national public interest and accor- 
dingly compn-hensive provisions have been made by the Securities Exchange Act 
of IIKM rc'jard to regulation and control of such transactions. 

(. ii-lcr llic Securities Act, 1947 of the Statutes of Ontario. 1947, Chapter 98 no 
persi .ri is alloa cd to trade in securities unless he is duly registered \rith the security cora- 
nu>'si(»ii s(‘r up under the Act, if the prospectus required to be filed witli the commis- 
sion is not accepted for any of the reasons mentioned in section 49 of the Aot. 
I'^n'h r tliis section, the Commission is invested with jiowcrs to reject the Prospectus 
it it fails to disclose material information or contains any misleading or deceptive 
statement or forecast or if an unconsionable consideration has been paid or given or is 
intende<l to be paid or giv(‘n for ])romolional purposes or for the acquisition of pro- 
perty of the proceeds froiii tlie sale of the security are inaufficient to accomplish the 
objects indicated in the pniS{)eetus. 


341 

Attei.uon ma> a.so be fuUy-paid 

under which Directors of a public -md in express provision is made that 

shares except for an ^ \ declaratory order with repard to adequacy 

the Directors may apply to a judge to jg interesting to re- 

or otherwise of the of the Koval Commission 

call that this Section ,,.|,i,.h on an examination of prospe tuses of 

on Price Spreads appointed m considerable “stock watering m the 

s"auZ“d to' vrndors'in exchange fov transfer of property. 

'"'“"'tTz/U a.lrlufora,., you pre/er Co.ern.nen, ,o f-W- 

in.mud horrouimj or ,,r,role „arrl,nn,l 

n^ha,o,her,nesi:on.n-ouM,oulay,lo,cnfor ihc Lorro,nn, of fore,, n 

capiial ? , j. ■*. 

T • ■ n-. thr. nresent circumstances of the country it 

Answer. — («) lo opinion. P cai>it d whether on Government to Go- 

necessary to encourage the nidou - investments in new units of tl.e same in 

veniment basis or others i-m* pros a foreign capital unle.ss production ot the 

dustry should not he allowed « ” ^^^ountrv's demamfs. With regani to en- 

existing units is not acUupiate to nm t or tcchniiiue the same considerations 

terprises floated with t'*'; '‘‘ ‘j; J of the investor in relation to 

that we have urge 1 uithu^. ',,p 1 v in onler that such enterprises may also pro.eed 
indigenous indu.driessumhlah.) a ^ l.crewith a note 

on planned and , , ^^^^^,,,,^.^.vniM-' the organisation of a recent under- 

spare- parts, accessories, etc. 

Vn-.bn..xMKXr Mvousruv ..... D..v.,.....M,.sr r.-..,...Ks 

(«1 ***** lo ih‘ K/P’ of rnutrni or rajuintion 

(/,) In pnrla-nlar ,,,, l,tPu.si. ies w '' f, 

IhnI donrnnunl ,p ,ind in parficnlar oerr protected 



tl,>irpro<jr> «- i„t,.,rnt.d .hnlopn.ent of our indnstri, and 

(C) /( has nju comprehensive oruaa<mhon partak- 

***** 

1 iv^Mtf.l we are in favour of eslahlisluuent of 

Afiswer.-Voi .-anying out. the Ol.jects mentioned m 

an independent j.lanmiig “ 

paragraph (c) of tin- qui ^ , , i i ■ 4 .„a 

,rol and regulath.n over protevtcl and u.ssisted 
With regard to Governmen • l...islation to prevent protected and 

indust..i<.s, we lin.l tiw.t i;;;7 ...Id to the cost of p....d.., t.o... bor 

assisted industries from doing im' - r^.^-eived protection, the ommission ot Ma- 

“Btonce: in several i.anst.;- ; ,>ou. . hat tixed by the 

naging Agents is iM ing ■..'i,. g..ning price. Although the land Koar.l has fixed 

Tanff Board in ion on tlic basis of profits, m several lu-iu-^tnes such 

as cotton textile, suga^ . t..^ p,o<luction basis, 

a 


the Managing /vgv.o Managing Agents oi seNci.u : 

as cotto.. te.xtile, suea. t. , . basis. Agam where the Tan 

charge connnissi.m on V;: or. ne.t profits after deduct, ng .leprec.at.o 

Board has fixed 7^ per ee'>t eontinued to el.arge eo n n.ssion at 

Managing Agents o( seve. al colt 
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higher scale and that also without deducting depreciation, m ^ 

Sount which should go to augment the profit of the mCdust^ g^ into 
of the Managing Agents and to this extent the scheme of protection or 
fe neutralisedfor the benefit of one particular section. We submit that this 
should be prevented by means of suitable legislation. 

Qwstion.— Treatment and obligation ofprot^ and assisted industries. (Beinff 

qiiestion 66 in the main Questionnaire.) 

Answer —We desire to say a few words with regard to treatment and obliga- 
tions1>f protected and assisted hidustries. We are of opmio^that protected and as- 
sisted industries should perform the followmg obhgations . 

(1) They should provide ef&cient management ; 


(2) They should develop research facilities ; 

(3) They should provide training faciliti^ ; 

f4i They should make maximum use of indigenous materials in order that 
^ secondary industries may be supported and their development may 
become integrated. 


We understand that several industries more especially those which are managed 
bv lilanacing Agents who have business interests in foreign compamea prefer to buy 
fwcign stores and materials although indigenous articles of good quahty are avafl- 

able. This practice should be stopped. 


We also sug<Jest that where an Industry assisted by foreigners is protected, it 
should be obligatory for that industry to undertake the maximum number of processes 

in the shortest possible time. 


343 




O T> 

^ O 
lO I- 




o ^ 

o o 

o 

eJ c*f 
cc — 


• • 
Ci \fi 

I- 1.0 
2 ^ 


i 2 


:0 c I 
O — f ^ 


Cl 


O r- 

-» i .C 


3 S 

0 ^ 

1 « 

» P. 


X 


^ « 1 ^ X ^ I 2 

-O -r- ^ !-> O ^ 


X X 
Cl ^ 


o » 
• . 
>o CC 

^ Cl 
» » 

5 t 


Tf* 

^ — 

4^ ob 


^ o 
^ o 


X ^ M 
X ^ UC 
X Cl 


o 

«• o 







O lO 
^ o 

ei 
00 CO 

c^ ^ 


l> cc 

CC Ci 

O O 
X 


2 ?3 

• • 

Cl X 

c< •*" 


X ^ 
r» ^ 


^ X 

«o "V 

S « 


s ; 2 

Cl ^ 


0 %: 

2*2 

c o 
e cu 

1 2 

ec 2 


.2 § 

- "S 

I 

^ c 


5^5 S 



344 

A rtoteon the prospectus of Sen-Rakigh Industries of India, Limited. 

Tm'S Companv was incorporated on 30th June 1949 for the pur^se of inanitfac- 
tui’inii cycles cycle oarts and accessories in collaboration with Raleigh Industries 

Ltd. of Nottingh. n/ (England). The authorised capital and^7 00 WO 

ssrs.”'"K^r.2 

15 000 preference shares and 3,o0,0(X> ordinaiy shares. 

rectors as first directors as follows . 

,l).Sri Sudhir Kumar Sen. Partner, .Messrs. Sen & Pandit who are the 
Distributors for tlie Corapan}'. 

(2) Mr. George Hamilton Bracher Wilson, Managing Director. Raleigh 

Industries Liiuited. 

(3) Mr. Leonard Cyril Clarkson— Director, Raleigh Industnes Ltd. 

(4) Mr. Eric Ensor Baker, Director— Raleigh Cycle Company Limited. 

(o) Sri Saclihindra Xath Chowdhnry— Barrister-at-law% Calcutta. 

(6) Sri Sachbindra Prasad Saha. Rush Behari Avenue, Calcutta. 

(7) Sri Abhijit Sen, Partner of Messrs. Sen & Pandit. Distributors of the 

(.'onipany. 

Out of 7 directors, five rlu-ectm.s (Nos. 1. 2, 3, 4 and 7) _ arc interestetl directors 
The other two are probably the (rionds of the promoters. 

An agreement dated 3rd Nov. 1948 has been made between Raleigh and 
Sudhir Kiunar Sen on behalf of tlie Company providing tor (a) the establishment of a 
factory and the manufacture of cvcles in India by the Company ; (5) the furnishmg 

of adWee and services by Ualcigb as consultants and advisei-s to 
(c) the appointment of tlio (.‘ompany a.s sole concessiouancs with the of sale and 

distribution of the products supplied by Raleigh m the Indian Lmon and o^her p 
CCS. This agreement is to remain in force until .ird November 196S and thereatter 

vmtil terminated by 12 months notice. 

Anotlier agreement date<l 7tli Se})tember 1949 luus been made whereby the firm 
of v8en & Pandit and their suee«‘.<sors in business are appointed sole distributors of the 
Companv for all Raleigh ]>roduets and also all products manufactured by or dealt m 
by the Company on eerlaiu terms as to remuneration. This agreement is co- 
terminous uitlj tile tir<l agieeiiK-nt 

Raleigli S 11 long as tlu-v are the i'>Msulrants and technical advisers are entitled 
to api)oiui nr.c c.r-olfirio director, the lirM such director being Mr. G. IL B- \\ Jlson 
and the linn of Messrs. Sen vV Pandit anM iuilled to appoint one ^-oJ?icio directm* so 
long as the linn <pr its partner bolds .sinuvs in the Company, the hrst such ex-ojficto 
diroetm' being Mr. Sudhir Kumar Sen. 

'i'iie .\rtieles of Association provide that the Directors may appoint one or more 
ol Uc- if ho-lv to he Mana-'ing Director or Managing Direc tors but no appointment 
nnuio !>y the Directors is to be revoked by the Co. except by special resolution. It 
is iK't iiileuiks! to appoint .Managing Directors until the ( ompany s taetory eoniment 
CCS M| If ', I i ji iii^. ^riiema her it i*-' intiiif » <’ to aj>| oint ilr. S. R. Son and Mr. 
Abho < n lirst .Managing Directors. It is provideil that thereafter the directors 
should make such appointments of subsequent Managing Directors as would ensure 


345 


that throughout the tenn tor’ tiie time being ap- 

“,;S ”.’s :£.».* 

Mr. Abhijit Sen. 

Article 71 which regulatee appointment of »-oJlHo .lircctor hy ben an.l an,h. 
contains the following interesting clause ; 

.. in this Article -the linn of Mes^ f^n 

sons now and from tune to tune and lo. tlu ^ i.,nfl.l .nd 

partnership as merchants and '^ 9 ^ ‘ ,,n tlie said business alone 

Is h:;^.ts miy 

Thus successors of Sen and Pandit nt M.aliging Diree 

As none but the Kx-oijicio , ,na'n'eM-ment is N ested, by a el.ain oi sueceS- 

tor, it is clear that the lutuie c\. irio^TniM tive o\' tlie (jiialilhatioJiS. staltis or 

Sion, in the hvm of Messrs. Mm ^ Ibd-.gb.s eontumcb up t.. 

ability of tlie person emnerrned. As 1. ..uaubs- notieetbe alaive 

3rd November li)hS and ^ :\lai,!i-Mnir 'ihieetors is more or le^s ot a 

arrangement about * ,liscinietin''^ leature .>f the ('ompany s orgum-Sii- 

C™"'. " >••• 

“i:: ::r 

sS“rrHr ‘i i 

a close domestK pusUM. orospeetus 

Tl,c con.pany ln.s n..t s nt tin- Arti.'lcs of -teo- 

‘Jir m:S;r l^c nee,, h,r .crutiny of pro^.c... nsca C the h,.n,i. o. the 
planning commission as suggcstcl l,y ns. 

hind MAZDOOR SABHA. BOMBAY 

Section I.— Aoiuccltc re and PoI'iilation 

A .Hifl of„,.kMo„ fro,,. ..,r.r,.U„r.: ..ro..,,..r„ h Whn,, 

[a) /i J J I I . ,4 ^ till very rceentlv there has been 

No ehiborute statisties are *-^d'>>red to 1^ country. ' The stea.ly increase 

a continous increase mtilepre^,suu o ' . j ,,i ,,tlier avenues ol employ- 

in population, the decay o for this increased pressure 

ment. the rise m land \ alues ai< ■ ^ )„„den on the agneult ural 

This, coupled willi tin- tact th.il till I . of a elass ot laiulless 

classes was continuously "‘' ■'^■^^^’" 7 ;; . „ver a ''eonsitleral.le pari of the year, 

labourers. 'I'hese labourers are ^ p,,, and I bis is a niajor syniptum 

Naturally. .P'''’ i u''^d to urban areas is 
of India’s general poveity. ^ j, also saifi m be rising, lint . Ncn it tins 

i^'tCrilt^nhS'l!;:;^ „.,„.n„cnfon„g,h.«,„nv.o 

secondary an.l tertiary nnlustru s. ^ ^ 

2. \Vhile adnnttnig tins .t ^ ''S'Xw administrations in urban areas arc 
S^£^:li:!sr;.ohlc h.r:; l-'femL these areas hasassmned alarming proport, ons 
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and the transport faciUties in the country are far from being^equate Any fisher 

load on these services, therefore, would mean a disaster. The secondary 

tiary industries, therefore, have to be taken to the rural areas and not the population 

to tlie areas where they are mostly located at present. 

3 Another important fact to be remembered in tMs connection is that this sl^ 
should lu^iermanont in the sense that rural industries should not be a spare time occu- 
nation Farmers in their attempts to become artisans or industrial workers will be 
efficient in neither. Both efficient farming and cottage and small sc^e ind^toM 
reTuireVdegrce of scientific and technical skill which 

a part of the population now dependent on agriculture should be permanently shif- 
ted to scciondar}' and tertiary industries. 

( 6 ) Mechanisation of Agriculture 

4 The next question is, how this shift is to be achieved. The present teebm- 
que tnd organisation of our agriculture is such that during the busy 

rU-Ttbe clc^ccl shift possfble, therefore, the efficiency of our agricuitural production 
make the , A f ^ it- is to mechanise agriculture. Unfortunate 

teTv there IS a' cu^ ophiion on the question of the desirability of a 

Wo meciiauisation of agrieuiture. Even apart from this eous.cieration such a 
mechaSitt“n can be justilied oniv if it iuereases the efficiency of agncultnrc measur- 
Td Mb in terms of pcopie empioyed cUroctiy or indirectly m agriculture and the 

capital sunk in this sector of our economy. 

5 It has been argued that mechanisation may mean fewer men per operation 
hnt not necessarily per acre, as it creates several new classes of employment like 
making of the machines, their management and repairs, distribution of the shares, 
the fuel and the lubrieants etc. Such a creation of new classes of employment would 
certainly mean a shift in occupation. If the mechanisation does raise the 

acre it may also mean a greater par capita income, but whether it will mean a greater 
Vield on the unit of capital sunk is doubtful . In the recent monumental study brought 
Sit by the Stanford Uiiiversity of “ The SociaUsed Agriculture of the U.S.S.R. made 
by Prof. Naum Jasny it is contended that the results achieved are far from commensu- 
rate with the capital invested. 


6. Even if the mechanisation is desirable it is not practicable in the near future. 
Such a mechanisation will require a large amount of capital winch is more urgently 
required in other sectors of our economy. In the absence of any large scale machine 
tool industry in the country it wouhl also require a substantial amount in foreign 
e.xchange which we can ill afford at the present juncture. Again, the new channels 

ofoccupationopencrl as a result of mechanisation would require the amountof tech- 
nical skill and organi.sing ability singularly lacking in our a^icnltural population 
today. A large-scale mechanisation would therefore create functional unemploy- 
ment seriously unbalancing our rural economy. Any large scale mechanisa- 
tion of our agriculture, therefore, even if it is found to be desirable is not practicable 
at present. 


(c) Rcdionalisation of Agriculture 

7. 'I'his leaves us the alternative of the rationalisation of agriculture without 
meeliunisation on an\' large scale. If this rationalisation is brouglit about in a suc- 
cessful manner ;i part of the population throMTi out of employment as a result of 
.sueh a ratinnalisatiou can be readily absorbed. What is required is a complete re- 
oruanis ilion of tlie social and economic framework of our rural economy, consolida- 
tiiei oi fragmented and scattered holdings through tlie creation of agricultural co- 
oyii-r.itives. 'the production purchase and supply of improved seed, the manufac- 
l in- of conquests and other aids to better cultivation, minor irrigation works and 
roads, better cattle, seeds banks — all these are ne .ossary to rationalise our agricnlture. 
And each one of these activities would require a considerable personnel. 
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8. For lack of resourc(«, 

tionalisation of agriculture at one 1 J*“P- P 1 ^ elements of the whole 

or a tehsil in every district for deveb^ the im- 

district should be brought together These 

provements ; they will be similar developments in other talukas. The 

talukas can become the , ' onerativc eflbrts, can not only help to cona- 

mobihsation of labour power, ^ r improving yield per acre but for 

truct irrigation and other ^ ^ expendituri of labour and resources would 

bringing under plough lands that ">th kss i ^ recruited and 

not prove productive. In this . of social change a lever of economic 

maintained by the Governmen What however needs to be under- 

transformation, appears full of n P n^ere technical problem, it is 

relaUyTsociarpr^bt The^tcchnicai ^pects^ ^ awa^tness'and 

^liis Issson home* tn be 

9. These reforms by tlie develop- 

found for a considerable number of P»P' ^ t,,i3 require the import of 

ment of eottap and ‘"^“s' 

machinery and training. The Japanese o „ 

""t scale indnstries .bleb can nsefuiiy be encouraged 

“ "trthosTenTage'd'rn the production of 

s r: r « mdustr., 

11 Every effort should be .nade to reorganise our cottage and small scale 

indnstries in each one of these three categor.es: 

The measures necessary for this puipose 
(a) provision for cheap power, 

th) provision for technical training and 

c Uvision of finance and marketing facihties. 

adiiV5:r:““ "“X” ss.' .x 

s“™ X.S. — r 

x.rr;rx='Ssr '' " 

arts and crafts flourishing m m provided througli co- 

14. Better 'Sutions^hi^uld be federated at the provincial 

^Improving the technique of produetion, 

S :re"stdy !rtbelrS^^^^^^^ 

cottfftffc industries# t-% ^ k 

15. It is necessary to re^ 

i^ratd^^a^ tr^Sly period over which such saer.hees would 

needed; 

18 M. of Com. 
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16. Reorganisation of our rural life and economy demands the revival of 
titutions of direct democracy. Representative democracy, as imderatood m the 
Western World, lack the dynamism needed for the big transformation. Direct 
shouldering and sharing of responsibility will quicken the pace and pulse of social 

change. 

Secjtion II — Capital Reqcttbements 
(a) Indigenous Capital 


17 The question of capital formation is the key problem of our economy today 
Since the publication of the Bombay Plan till now many estimates have been m^e 
rf the avaSe indigenous capital. According to the Bombay Plan apart from the 
Qt^rlincr Knlnnces and Foreign Borrowings Rs. 8300 crores were likely to be available 
fnttiurierf 15 yearn T 900 cfores from Hoarded Wealth and Balance ot 

Trade and Rs. 7400 crores from savings and “ created money . According 
“ Oandhian Plan prepared by Sri Agarwal expected the total expenditure duMg 

the period of 10 years to^be Rs. 3500 crores non-recurring and Rs- 200 
met^from indigLous sources. The Ztxo Programme placed the available capital 
S Rs Tooi cTes in the course of 10 years. Recently the Eastern Exonomui 
has come out with a Peoples Plan covering five years. According to their estimate 
the total volume of intenial savings available to finance the plan would be ^oug 7 
Rs 1000 crores. Thus from nearly Rs. 550 crores of average annual savings of the 
Rnn.bav Plarwe have come down to Rs. 200 crores of average annu^ savmgs. 
Kdfng to paper our National Income in 1947-48 was Rs 3942-1 crores 

te India/Provinces alone. For any adequate scheme of rapid induatnahsation of 
our country we must save at least 10 to 15 per cent of our National Income. In other 
words we must save in the order of Rs. 400 to Rs. 600 crores per year. 


18 It is not easv to reach this target. Our capacity to save depends upon oui 

capacity to produce 'and our capacity to reduce consumption. Our productive ca- 
pacitv is verv low. Our agriculture is in a hopeless state ui disorgamsation. There 
is hardly anv saving in our Primary Sector. Our industrial development is lop- 
sided but of 5013 major industrial establishments in tlie country with a total 
invcstmcntofKs. 458 -5 crores only 325 factories belong to heavy industry with 
capital investment of Rs. 00 crores. A significant portion of the productive capacity 
of our industry remains unused. Our industries are highly trustified with the result 
that in eleven major groups of industry capital invested increased by only Rs. 9 
crores or just three per cent between 1938-39 and 1940. During the w-ar pro- 

duction was stepped up ami our capital resources were /^cklcssiy used Tins has 
affected adversely the productivity of our worker which has fallen from 100 in 1939 

to 78 in IU47-48. 


I'j. The result of all this is that our rate of industrial development is about Rs. 
lOto 11 erore.s per year. Our institutional savings and savings of the small investors 
are not more than Rs. 20 to 30 crores a year. It is impossible to finance any adequate 
plan of rapid industrialisation of our country on the basis of these meagre savings. 
\Vc have to go to the root of the failure of capital formation and apply drastic 
remedies to correct the situation. 

20. The failure of capital formation is due to (1) lack of savings (2) insufficient 
conversion even of available savings into capital and (3) low production whio hdoes 
n...t leave sufficient margin for savings. 


21. To promote the growth of savings it is necessary to impose an all-round 
restriction on consumption. A scheme of consumption restriction w'ill succeed 
only to the extent it imposes proportionately greater burden on the higher incomes 
than what arc put on the lower incomes. Under a plan of austerity, “ conspicuous- 
consumption ’’ must become a crime, a form of social cancer. 


3^9' 

22. To cpnvert s^vinca into capital ^usSy. Production' 

be giyen to Ww^istributeJ better co-ordinated production. It will. 

Bbould be increased through r oreanised and . unorganised industries 

rh‘X"i.5““ :! s -u™ 

23. Before such a scheme ^ fuJfiUed?^^ %nditions are ; 

« =ss -i?t:rr. tii 

(3) the capitalists should he stripped of their superfludres before the 

« SHSS rvs - - - 

25. The depressiitg efforts of "^Xuthorlfc of 

seuse his profit e.pertat.ous f.s- 

■*•' 

tional development. 

(/>) Foreign Loons 

27. Looking to the bimV*n Jindu'^rk^li^a* ion on 

tantial loan of foreign oapiti 1 will .^oold, thetob.ro, be, 

our people who arc already a furdu r that all st.eh aui .s broucht 

rbrtht Go«*;tut ' 

ternational cartels. 

(cl Gondiiions aiUiching the same 

♦ f.» rinv.-riiinent no furlher conditions 
28. As the borrowing Y" sliould be reasonable in view of 

need bo laid down except that the rate oi 
the assured giwrantec of repayment. 


Seittion III — Labour 

(a) TAe relative prodr.tivity of Mian Labour 
' ' ... „,i ..non many factors besides 

29. Production of an indnstry or ^ produe, i-, ity of labour in India 

labour. It is thcroforo very unfair to co*np {>)mmitko 


labour ItTs thcroforo very unfair to coinparo ino ,1,, Oimmitko 

with that of indu-sUially ‘'.fX^^Wuctivity of Labour i.s dopondent. 

on Profit Sharing puts it Tlio Pr a y of organisation and super- 

things, on tho natuio of the pjoduedon in krms of a common 

visiou. Theu ugaiu, the pUlue “« iudurtry or uudertuk,n« 

unit is a very difficult task. Kvon the lur .1 pro 
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01 ^. not slwi^ys Othilc^rm ftn<l easily ’mto^rible Furfclier as a leading economic, 

journal in Bomb£^ puts it, “ More ;^kers are employed. in India per unit of maclii-. . 
nbry because XabotSi is* cheap and macl)inc3 dear, and less output pei worker is often 
due. to t)ie use of poor quality material, worn out mccliinery, bad control and__^- 
fectivo industrial organisation and management. Thsreforo we cannot subscribe 
to the pseudoma^hematic representations of relative efficiency or msffici^oy 
of laboui in India In the absence of standardisa cion of the produetdon equr^ • 
niont, raw niateriaiyand working conditions a comparison of produ^’trvity is biund 

toe be arbitrary arid mislsading. 

« 

4 ^ 

(ft) The cause oj low producliviiy 

30. All tnat we capsay, therefcre,*is that there is much scope for improvement 
ill the productivity of our industry. 

31. Our industrial capital equipments were overworked during the war and the 
machinery is worn out.' There is no uniform sciertific practice m the use ot raw 
materials. Much can be done tb improve the labour-man^ement relationship 
by creating an atmosphere in which a worker can feel a creative joy m 

A scheme like that of the Training within an Industry of Britain can be devised 

to improve the technical skill of the worker. 

« 

» ■ • ' 4 

(c) Decrease of the productivity of labour in re^euK years 

' S*’ It is difficult to compare the productivity at 'different periods of time..- 

To quote the Rciiort of the Committee on Profit Sharing again, “ *ho basic conditions 
in any one v'car may be quite different from the conditions • on which the norm . 
has been determined. The production equipment might have increased or dimi* 
nishod or imi>roved or deteriorated in the meantime. Tliero may be unvoluntary, 
interruption for wliich no one is responsible. To compare actual production m 
auv given vear with tlie norm would therefore, be extremely unscientific and tm- 
satisfactory.’' If a rule cf thumb is employed and the productivity is measured by 
the product divided by the labour force employed productivity has gone down m 
recent years. Tlic causes may be the worn out condition of our machinery, and 
8 pervading sense of grievance amongst the workers due to a continuous fall 
in real wages. Tliis docs not enthuse th*m tc contribate their best in producrion. 

A general "deterioration in our business standards os evidenced by reckless black 
marketing and profiteering is also responsible for this. 

Section IV — Industbialisation 
(a) The Pattern of Jnd'tslri'.ilisation 

33. The jiroblem of determining the pattern of industrialisation is really 
tlic ptoluem ef answering two distinct questions : (a) in which sector qf oar eco- 
nomy we would like to enforce savings and (b) in which sector ot our economy we 
would likf' to invest those saving.-}. In the lamezfaire system these questions are 
dotcrininod by the propensity to consume, by prospective yield on investments 
and bv the liquidity preference. In a planned economy the questions have to be 
answered in torms of the rcquiiomcnts .of the economy as conceived by some 

planning authority. . ^ 

« * * 

34. lyfany answ’ci.s have been given by the different plans to the two quostioi^ . 
fonmdated above aoeryding to their aesc.ssments of the requiromonts of the situa- 
tion. As for th^ first question as to from what sector of the economy -the savmgSr 
should come, all answers .Jtimately bo^l down to a temporary cut in cQi^sUDgpf-,\j 
tiou. People’s Elan Tor ecouf/iidc development of Indiy, prepared by the recons- 
truction committee qbthc Indi-in Federation of Labour, for instance, in paragrajd! 

1 ffi of the Report says : “ The growtli of industries as well as the provision of 



ana’ in paragraph 117 they say : “ir the beginmnji a coasidorable portion oi i vu ^ 
would ^ diverted to the purpose of reclMiniug the cultivable bnu j 

irrigation scheriies.” These items in the mitial stages would 

’immediate results and to that extent would mean aii.st<Tity. ^imil Tly the 15 nnf- 
bTpiaTde,t^ds To. their finance to the tune of R,. 8,0U0 erores on h ■■I '.ncc of 

ta^de savins -rcreated money. A part of it no doubt will eonre from the 

production as the plan progresses but m the imtiid , ^ 2- ro 

these sources would definitely moan the tightening ot the bolt, hvt n tu. ^ 
Programmrre<^SL » saving io the tune of IdVo ytho National I-'-'- -j;' . ' ' 
Lijts^tro alterity than at present. Jl.e G:nHfin.nt ^n mode-Wlm^ 

^'::ro;?str:^:ufr^«pond,tnrei,. t!^ ten’years of tim 

savings ami this again hdt! d 

All the pUas, tnorefor.s seem to agroo on the f.-ct ^ ; ,>f thS cuimtrv will 

stages ohhe planned development of our economy the people ol th s c . > 

have to rcoept a regime oi considerable austents. 

. 35. , Such a seltemc of austerhy , ,f it is to h,^lm Mu m Imll 

sections of the community, must spread ., union ately greater hurd-u 

a, way that the higher mcom.vs hive to Uard r and 

if need be for longer liours it wdl lo isen . Lf econo,...,- ,-c,ual,tw 

period. Butsuchan app/al can sue. c h 1 onh mth-coiLc 

a- Jo ti,..! itf directin'' the savings so cicatcil 

36. The next itnportant fiuestion i <HtTerent answers to this quefe- 

into right channels. The difierent plans < tlnU a large voluino 

tion. ThepeopUi’sl^lan 'or instinic^ .x inains unsalislied the hist 

of the essential demands of the it ’’ Their list of priontn^s 

object of the planned ‘ ihl 

•sr ss,-fS”. t. 

37. Similarly h. 'l‘« ‘/cro P.a!gmnnU’'s^^^^ 

of priorities would therefore mca.i that |.|_u gu„ds. clothi.ig, l.ousing, 

■.'.e., products that .are consumed by the la..oi, 

healtli and education. 

. T> 1 Pl.in ^‘ivs that •in tlie initial stages 

38. On the other band, the ®';’";'j'‘\,^^.‘pre;itiua of industries for the produd- 

attention should be directed priinan \ prupo.sal. however, i.s subject to 

tion of poNver and capital goods •••••;•; l^e made at the same time lor 

this important qualification that ^ eHsential classes of consumption 

the manufacture within the country of the mo, 

,.,1 tiirou di aiisfcritv and hard work there is 

39. If wo decide to lurni om- capital /;> pniduetion from agnoulluro 

no immediate necessity fo in these , h..,u.els. This 

or consumers’ goods industry b> - to increase production in these sectors 

does not mean that no cftorlshouhl indispensable replacements of 

Rationalisation of management muterials an<i man power and hard 

macliinery, more judicious use ol o ' .„.oduetion without a large scale 

work on all sides will go a long way to i economic development, how- 

capital expenditure. During the J/' “ should bo in the l>asic industnea 

ever, maximum concentration ox ne 


tike power, iron and ^el, Machiiie tool industry, heavy cheiiuc^ls attd 
then we may go "to the productioBf iind febrication of tools for ' ratioualisanon 
agriculture and ^consumet goods industry and lastly to the development’ of nirlil 


industry. 

40. Thus the plan of economic development may be dTvided into three steles, 
each stage occupying four years. During the first period of four years the maxi- 
mum of the available capital of Rs.600 crores should be invested in basic industry. 
A considerable portion of this capital will be required in form of foreign capit^. 
This should be secured through the export of finished products like textile goods 
—both jute and cotton, leather goods, etc. This would mean a curtailment of 
consumption at home. People will have to accept this curtailment. But before 
thev are made to accept it all possible efforts to increase capital by imposing the 
burden of austerity on those who can afford to bear it must be made. At least 
150 crores of rupees v,-ill have to be secured through surplus in foreign trade. The 
rest of the available capital %viU be required for expenditure at home for the estab- 
lishment of these industries. Within four years it should be possible to create 
sufficient raw material and power for our capital goods industry. A considemble 
portion of tlic profit earned in this sector of the industry should be ploughed back 
in the same sector even during the second and the third stages of the Plan. 


41. During the second stage the available sa^^ng8 should be invested in capM 
goods industry which would then be in a position to utilise tlw product of basic in- 
dustries enumerated above. This capital goods industrj' should fabricate tools for 
the mechanisation of agriculture and for the ejrpansion of consumer goods indust^. 
The profits earned in this sector should be ploughed back in this sector oven during 

the third stage. 


42. During the third stage of the industry the savings should be used’ for de- 
veloping rural industries. Tbc mechanisation of agriculture and the expansion of 
consumer goods industry will release a considerable number of i)eople employed in 
these industries and they will have to be absorbed by the development of rural 
Industrie.'!. Even during the first and the second stages attempts should be made 
to re organise Our small scale and cottage industries on a more rational basis by 
supplving clicap electric power, training personnel and affording credit and. market- 
ing facilities but the large scale investment in this sector should wait till the 
third stage of the economic development is reached. 

43. Rapid economic development demands accent not only on savings, but on 

investnicnts in capital goods rather than consumer goods industries. Russian 
experience here is of great .significance : “ Even during the fiist 5-year plan period, 

investment in industry and electrification was planned to amount to nearly five 
tinics the prc-rcvolutionary value of the basic capital of Russia’s large scale industry.” 
7’he following table gives the distribution of investment between the two sectors 
of influ.stry : 






Cavital 

A 

Goods 

Consumer 

Goods 

1st o-Vear Plan Period . 

2nd Do. . 

3rd Do. 

• 

• 

• 

• 

• 

* 

• 

• 

. 85-9% 

. 84 ‘9% 

. 83*9% 

14- 1% 
'15-1% 
lC-1% 


(1'hc quotation and the table arc from the Bulletins on Soviet Ecovontic Deve- 
lopment puhMsha] by the Department of Economic® and In.-stitutions of the USSR, 
University of Birmingham.) 

44. If this Plan be accepted it would mean that oiu economy would attain 
equilibrium at a higher stage only after the hard but fruitful effort of tw'elve yeare 
during which the entire population will have to tighten their belts. But this seems 
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be the only Plan and if people for^he'^wmmon good of 

they are made to feel that it is ,^(1 ^nd fruiU assured to all there is no 

•i-s •• ‘ — ■' ■“'• ” '" 

economic development. wav 

45. A me.« pooUng of our f“ huge ta^k. 

would not be enough, ^e must also tram l b co“”^ 

The Scientific Man training facUities were not available. 

at 50,000 and reported that situation. The training of men is anintcg- 

JlrpLtoT^dS^^tV^- ^"i‘i'®uStYefand\'ec" 

as vrvs:';rir4- s=s j. .i.. r« 

The total number of workers trained up is a 

Specialists graduated from : 
Universities Technical 


Schools 


Total for 10 Years (1928—37). 
During the 1st S-Year Plan . 
During the 2nd 5-Year Plan 


5,08,600 9.42,800 

1,70,000 2,91,200 

3,09,900 0,23,000 


lb) The place of cottage and small scale industni 

46. This question has already been oYVt ge'selw should be 

profitably be developed ^ industry basis. The experience of -Japan has 

on a small „ Cottage and Small Scale Industries. 

47. In a planned .JJ;® 

marketing facilities would sirtticc to p ueoossarv it should 1).‘ ui tlu* toim ot 

rmpetiHon. If however etc.) and not tariff 

. a?: 

how the money pmd out The former should, tUcretorc, ho 

often complex and cannot U casn> 
jircferrcd to the latter. 

id) Qualification for protection 

X Jit I nl'iiiucil ecoixoiny. An itxdustiy 

48. This questioi\ iii tlie furilieiMUoe of the g(Mural 

^^^thy of protection if it fulfils U iiuls *)f the Government no j-rotection 

^^Noritally fi-r^r trade ^ 

SECT.ON V-BAtaNCE OE Vavmexts Phobeems 

m) Uiseguilibrinm In our halance of payments 
^ ^ .1 .v.r.. U visible in the composition ot 

49. For the last thirty years a ^'^jj^'/j jl^lvsical 'volume of imports of goods 
eul foreign trade. TJu-re is a sinkmg ff H m Un ,..j almost 

like cotton piecogoods, iron 
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complete cUsappearance of imports of sugar soap and mstches. On the other hand 
there is o steady increase in the share of raw materials . After the war the export of 
raw materials has declined. We had usually a favourable balance of^ trade on 
trade accounts. During the War India has succeeded in paying off its foreign 
obligations and reducing the burden on her economy that they ^presented. The 
terms of trade have thus changed in our favour and the inherent position of the coun* 
try in matters of trade is fundamentally sound. 

50. The p. rbition of the country has. adversely affected our balance of payi^nts 
position to a certain extent as wo have to import raw juto and cotton 
Pakistan. But the recent attempts on the part of the Indian Union to free itseli 
from tho dependence on Pakistan in these matters indicate that with the proper 
management of our economy we should be able to wipe out the difficulties caused 
by the partition. There is no reason to doubt, therefore, that fundamentally our 
foreign trade po.«ition is sound. 

51. Tlie dotvriorotion of oui Balance of Payment po. ition is due to temporc-ry 
causes. Given a sound and vigorous economic policy it is not difficult to lepen 
the impact of these factors on our Balance of Payments position. We are 
handicapped by tho necessity of increasing our food imports mainly from hard 
curronev country. It id not beyond the reach of practicability to free ourselves 
from this necessity or nt least to increase our food supply from soft currency arew. 
Anothfi contributing facto r to the deterioration of our position is the latssez fatre 
policy adopted by tho Government in matters of our imports at times even from 
tlie hard currency aieas. In their anxiety to increase supply of consumers goods 
to figlit inflation, they issued Open General Licences which were used by tho trade — 
many of whom were new to this job — to buy all sorts of goods which they thought 
were*^ in groat demand. Here again, much can be done by a conscious reonen- 
ation of our export — import policy. 

52. Tlio Expoit Pr*>mc»lion Committee in its report holds that the disparity m 
the movements of internal piioes ami the prices abroad is largely responsible for 
India’s present adverse balance of trade. The cau.'^e.s of this disparity have to be 
full 3 ' investigated. Tlie cupidity and shortsightedness of our tradois is prover* 
bial. The continuous and idmost universal complaint about the goods not being 
according to s])ecificati«;in is onl}' one instance of this sliortsightedness. Charging of 
oxccs-sively high — prices in tlic scd]or.s’ mi-rket so far prevailing may be the other 
instance of tlie sam( . 

53. Then there is tlic cpicstion of oui prices being found higher in the doUur 
area. Almost all t}io countries outside this are area finding this difficulty. 
In fact tliis is notliing el.«<e but tlic indication of tlio fact that America can 
meet alni« st her full rcciniroments from her iuterual resource!? and is generally 
iudependent of tlu* outside supply. Wliile she has got a fairly sizeable exportable 
surplus duo to her mass production technique. This technique also means a lower 
cost pt-r unit of output that is possible anywliere else in the world. 

d t. Whether the costs in our export goods industry compare favourably with 
olh« r c'amu'ics or not is a question which cannot be satisfactorily' answered with- 
«jut a sc'icntilii; co.-^t ac-counting in these industries. In the absence of that all 
that we can .-ciy is that if the jiriees of ouT g'»ods compi re unfavourably in the foreign 
III irkfts .lud it the cupidity ami sliort.^igliti-dness of our tr;ulcrs cannot wholly account 
foi that tie- <‘X])lanation will have to be hTincd in tbo iivfficient management in the 
prices of indvistrial raw mot< ri. 1 ••.ud tlie pii< es of cousunu rs goods entering in tho 
yyorUing ecst of li\ iug imlexcs. Itisu> ]i m cas’ tuc pr(»blcin of nationalising the 
manag incut and the question wiu-tlui* tlic ])riecs oflkesi’ goods and uu'terials can be 
lowt red without injustice being d'u e to any one should be explori d. If the prices 
cannot be so lowered tliere wonh.l t o a f.iirly goiul case for subsiding these industries. 



(6) The remedies for correcting the present vml-adjustmeni : 

65 Our present difficulties are thertfore due partly to iiiternational 
Ktances over which we have no control and parUy to the lack of a consistent poUc> 
TZaoZrZTt in the matter. The development and o our 

foreim trade should be envisaged as a part and parcel of the dcvclopmer t^^^^^^^^^ 

uSeLnomy as a whole. It is necessary to replace the existing ^ ^ 

b^an institutiL which has a comprehensive rcsponsibihty m respect ^ ^ 

^LfwTxwrt trade At least foi some time we must cease to depend on a muitn 
ra“t:ranrstuld iuto bdu^r.^l uh~uts with other countnes to 

obviate exchange difficulties and price huctuation. 


Section VI— Effect or Partition 

(a) Slaps 10 meet the difficulties regard^ Ac supply of rare materials like raw 
' ' jute and cotton : 

56. There is no doubt that Partition 

diffieffities regarding the supply of raw ]u am ItuUan ’ R'lpec has nut.le th-- 

take steps to meet the same. TIio de\alu.iti i .g i^^en focussed for some 

situation aU the more acute and the public attention h<.s ixcn 

time now to this weakness in our economy- 

57. As for ns the supply of rnw jute 

closing down for one week in a month fV>r^ lo enable our nulls to 

in the godowns of the mills and our eouise a drastic remedy ;uid. 

continue functioning without inVlustri ’l relation-s possible cui-tailment <•! 

creates many other problems like \ 'i *' j-o satisfaci-rv solution will Iiave 

our exports to h«rd currency areas etc., and a m< rc 

to be found. 

58. This solution can only bo ^ mixinV"f 

readjustment of production tocluuquo to make i quoslion of growing 

herup with jute for the production ^ conv^iderable scope I--!' 

more jute is concerned it has been suggej, >ie„iber h’.s dedired in tlie 

expanding jute cultivation in Assam. Tla exuand jute cultivation witlunit 

Parliament that in other areas also .1 is ,» .>s b Ju^i-sted tliat it is possible 

aflfocting areas that are viUdly necess.ir> ** ■ inillion bales, 

to incri^so the supply of raw ]ute m India to t ho lo u . 

liiKf cd’ lute oroduetion will affect our 

59. Even if it be found tliat the the Suutli I^ast Asian 

rice position the expansion of juto mus j' ; p„<siblc and m"re advantageous 

countries have settled down to Pakistan, 

to import rice from devalued areas th.m to Dui j i 

It • I M Oiu <^M)cncWiu*o oi\ Pakistiiu 

60. As rogsrda cotton the prol.lein -"V' ' ,,.. 1,3, Tiic I.uUuii Central 

is variouHly cstimatod as to tho oxtvn o | a i>U-n ot luc-reas- 

Oottoa Comniittoc xii its rocoixt mccuru 


that if sufficient funds are made 
seeds, irrigation faeilities etc., *t wuu < » 1 

of cotton from 3 million to 4 million t. * s 
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THE SOCIALIST PARTY 


Section I — ^Aoricdxture and Popttlation 

(a) A shift of population from agriculture to secondary and tertiary tTidustry 
No elaborate statistics are required to prove that till very recently there 
been a continuous increase in the pressure on land in our country, ihe steady 
increase in population, the decay of indigenous industries, lack of other avenues ol 
employment, the rise in land values are some of the causes for this 
surk This, coupled with the fact that the debt burden on the agricultural claa^ 
was continuously increasing, led to the emergence of a class of landless labourers. 
These labourers arc unemployed over a considerable part of the year. JNatur y, 
nrr capita income from agriculture is very low and this is a major symptom o 
India’s general poverty. Recently a slight shift from rural to ^ban ^reas is visible 
and tlie income from primary sector is also said to be rising. But even it this oe 
true there is yet a very heavy pressure on land and no rise in the average per capita 

income in the country and the standard of living of the common man can be ex- 
pected till there is a substantial shift of the population now dependent on agnem- 
ture to seeoiulary and tertiary industries. 

While admitting this it must be remembered that this does not mean a shift 
from rural to urban areas. Already our civic administrations in iirban areas are 
on breaking point, housing problem in these areas has assumed alarming propor- 
tion.s and the transport facilities in the country are far from bemg adequate. 
Anv furtlier loarl on these services, therefore, would mean a disaster, ihe secon- 
dary and tertiary industries, therefore have to be taken to the rural areas and not 
the‘pf)pulation to the areas where they are mostly located at present. 

Another important fact to be remembered in this eonnection is that this shift 
shoultl be permanent in tlie sense that rural industries should not be a spare time 
occupation. Farmers in their attempts to become artisans or industrial workers 
will be efheient in neither. Botli efficient farming and cottage and small scale 
industries require a degree of scientiffe and technical skill which calls for specialisa- 
tion. Hence a part of the population now dependent on agriculture should be 
permanently shiftetl to secoiulary and tertiary industries. 

(6) Mccha)}i'!(ilion of Agriculture : 

The next (piestion is how this shift is to be achieved. The present technique 
and organisation ^>f our agi'ieidture is such that during the busy season it requires 
almost the entire population now dependent on agriculture. In order to make the 
desiivtl sliift jjossible. therefore, tiic efficiency of our agricultural production has to 
be increased. One way of doing it is to mechanise agriculture. Unfortunately 
tliere is an acute differenee of opinion on the question of the desirability of a large- 
scale inechani.sation of agrieidture. Names to conjure with in the realm of science 
liavi' warnetl aLfainst .siu-h m<-elianisation. Kven apart from this consideration 
'■lo-li a TiK-ehaiiisal i(*ti can be justiliod nnly il it increases the efficiency of 
aL'ricnItuic nieaMn(‘<i liolh in terms of peiq'lc em]doyed directly or indirectly in 
agrieidture aiul the ea]»ital j>unk in this sector of our economy. 

Tt has been argiu'd that nu'chanisation may moan fewer men per operation 
but n()t necessarily per aeoe as it creates several new clas-ses of cmplojTncnt like 
making of the macliin their management aiul n pairs, distribution of the spares 
llic! find uikI the lurtuicants etc. Sucli a creatit>u of new classes of employment 
wouM certainly mean a .‘•hift in oi etipation. If the mechanisation docs raise the 
yield pm' acre it may ab'.' im in a L'reater per capita income ; but whether it will 
mean a LO'cater yield on the unit cajutal sunk is doubtful. 
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Again, even if such a mechanisation is 

future. Such a mechanisation v.'iW require a large abseJ^e of any large 

urgently required in other sectors of n sub^ntial 

scfle maehhie tool industry in the "^“luncturc. Again 

amount in foreign exchange which we can ill ff mpf^anisation would require 

the new channels of occupation opened as a sineularlv lacking in our agri- 

the amount of teclmical skill and orgamsmg a ^ would therefore, create 

cultural population today. A large-scale 

fructional unemployment serious y unbalancing desirable is not practi- 

scale mechanisation of our agriculture, therefore, e^en if desirable 

cable. 

(c) .Rati07ia?t5a(ioi! of Agriculture : -it 

This leaves ns the alternative of the -‘tionafeU.m 
mechanisation on any large scale. If this ra . employment as a result of 

cessful manner a part of tlic population throw required is a complete 

such a rationalisation eiui be readily a )sor ) ■ of our rural economy eonsoli- 

reorganisation of the social and economic throiich the creatitm of agrieul- 

dationof fragmented seed, the 

tural co-operatives, the minor irrigation works 

manufacture of composts and other aids o it necessary to rationalise our agri- 
and roads, better cattle, seed banks— all ' condderable personnel. 

culture. And each one of these activities would require a cornu e I 

Inspite of this, however, 

for a considerable nnnlber of V.^uire the'iinport of inavlniu-ry 

cottage and small scale indnstr.es. . <-> l» ^ X^V J ,„„'be studied u.th 
and training. The Japanese organisation ol these .....u 

advantage. . 

Ti, ...I .».n 

fall under three categories u 

(a) those engaged in the production of artistic good. 

<i,) those producing articles for mass industries. 

(c) those acting as subsidiaries or auxiliaries for > 

Every effort shouM he made to reorganise „..r cottage and sma.l scale Indus 

tries in each one of these three categorich. 

The measures necessary f.>r tliis purp<.se are : 

(a) provision for cheap power 

ib) provision for technical training and 

( provision of finance and marketing fachtics. ,,^vifling 

Tlic provincial Governments favourulde 

the electric power for the use of small and cottage 

rti.U:8. ^'ho centre 

In each district a technical ‘■'‘'■''X,Xc''l™m ''>'<■ district concerned. The 
should draw its trainees, as “f Xti.n'.tclv related to tlic needs ol tl.e parti- 
scheme of education given should " " ;X;., 

cular arts and crafts fioiiri.sliing in • tliroueli co-opera- 

Bettcr finance and X ‘l\Vould ' hc''fe!errt™ the provincial level 

tive institutions. These following functions : 

into a provincial orgamsat.on w. . ; „ , technique of production. 

(u) exploring the possibilities ol iinprov mg 
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(6) securing financial assistance and 

(c) the study of the markets for the goods produced by the small scale and 
cottage industries. 

Sbotion II — Capital Rbquirembnts. 

(a) Indigenous Capital: 

The question of capital forma; ion is the key problem of our economy today. 
Since the publication of the Bombay Plan till now many estimates have be^ m^e 
of the available indigenous capital. According to the Bombay Plan apart from the 
Sterling Balances and Foreign Borrowings Rs. 8,300 crores or were to be 

available in the course of 15 years. Rs. 900 crores from Hoarded Wealth a^ 
Balance of Trade and R.«. 7,400 crores from savings and created money . Ac- 
cording to the Peoples Plan the finance available in 10 years was Rs. 14,550 crores. 
The ‘ Gandhian Plan ’ prepared by Sri Agarwal expected the total expenditure 
during the period of 10 years to be Rs. 3,500 crores non-recumng and Rs. 2W crores 
recurring met from indigenous sources. The zero Programme placed the avail- 
able capital at Rs. 6,000 crores in the course of 10 years. Recently the Eastern 

Economist has come out with a Peoples Plan covering five years. Accordmg to 

their estimate the total volume of internal savings available to finance the plan 
would be roughly Rs. 1,000 crores. Thus from nearly Rs. 550 crores of average 
annual savings of the Bombay Plan we have come down to Rs. 200 crores of aver- 
age annual savings. According to the same paper our National Income in 1947-4» 
wjis Rs. 3,942 crores in Indian Provinces alone. For any adequate scheme of 
rapid industrialisation of our country we must save at least 10 to 15 per cent of our 
National Income. In other words we must save in the order of Rs. 400 to 600 

crores per year. 

It is not easy to reach this target. Our capacity to save depends upon our 
capacity to produce and our capacity to reduce consumption. Our productive 
capacity is ^'ery low. Our agriculture is in a hopeless state of disorganisation. 
Tliere is hardly any saving in our Primary Sector. Our industrial development is 
lop-sided. Out of 5013 major industrial establishments in the country with total 
investment of Rs. 458 5 crores only 325 factories belong to heavy industry with 
capital investment of Rs. 60 crores. A significant portion of the productive 
capacity of our industry remains unused. Our industries arc highly trustified 
with the result that in eleven major groups of industry capital invested increased 
bv only Rs. 9 crores or just three per cent, between 1938-39 and 1946. During the 
war years production was stepped up and our capital resources were recklessly used. 
This has affected adversely the productivity of our worker which has fallen from 
100 in 1939 to 78 in 1947-48. 

The result of all this is tliat our rate of industrial development is about R-s. 10 
to 11 crores per year. Our institutional savings and savings of the small investors 
arc not more than Rs. 20 to 30 crores a year. It is impossible to finance any ade- 
cpiate plan of rupirl industrialisation of our country on the basis of these meagre 
.savings. We have to go to the root of the failure of capital formation and apply 
(liastic remedies to correct the situation. 

The failure of capital formation is due to (1) lack of savings (2) insuificient 
con\ ( r.sion even of available savings into capital and (3) low production which 
does not leave sufficient margin for savings. 

To promote the growth of savings it is necessary to impose an all-round res- 
triction on consumption. A scheme of consumption restriction will succeed only 
to the extent it imposes proportionately greater burden on the higher incomes than 
what are put on the lower income.^. 
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To conveil savings into capital sIiouM iic 

undistributed profits ploughed ^ production. It will be 

increased through harder w'ork unc jged and unorganised industrtes and 

rs7.ri.tzT:i‘r:;“‘= s“ *... .... 

- Physical and psychological bottlenecks ‘!::taclcs"';o°b" removed 

and capita, goods and the 

lack of trained personnel. „,,„rance, from 

The depressing effects of --rtaintie^ can prices and 

:^:iS^=^n^e^^rn*^ -ise ...s pront e.,.ectat:ons fostcrcl 

during the years of shortage and .n a ion ^ pU.nnhp- 

To carry out all these ^^j^^simgest ways and means of attaining the 

S’rge" to dttribnfcThe' sa'^^ngs, according to a carefully prepared plan o. n. - 
tional development. 

{b) Foreign Loans. ^ subs- 

Looking to the requirements of our “ononi> i„,lustrialisation on 

tantial loan of foreign capital will ^ Porei-m capital should, therefore, 

our people who are already ^ 

1 ;“ ];fr Go^ver^^-nr S import of capital will lead to the croat.on 
ternational cartels. 

(c) Conditions attaching the same. f,„,,crnment no further eoTulitions 

As the borrowing will be Govenuuo, to 0 ^ 

need be laid down except that the latc oi 
the reasonable guarantee of repayment. 

Section 111.— Lawot n 

(a) The relative productivity of Indian Lni fm-tors bc.sidcs labour. 

Production of an industry or a of labour in l.ulia 

It is therefore very unfair to ^oinpi^o G> ',5 ,o,.t" on the "I' 

- -Sc::c^^!:r^:n;:= I 

the nature of the equipment «"'l "".duction in terms of a ™mmo ■ t is a 

:s3.r"“ ‘ ■ 

ductivity is bound to be arliitmrj 

( 6 , r/.e causes of lo.v ,,ope for improvement in 

All that wo can say, therefore, is 

the productivity of our industry. 4,,^ 

Our industrial capital equipments were overuor^^^^ ^ the use of raw 

machinery is worn-out There is h,o labour-management relat o^ >0 

materials Much can be done fed a creative Joy 

creating an atmosphere m "'."f „ Industry of Britain can be devised 

elheme like that of the Traming '' itlim a 1 
piovc the technical skill of the worker. 



(c) Decrease of the productivity of labour in recent years. 

If it is difficult to compare the productivity at different periods of tivne, lo 
quote the Report of the Committee on Profit Sharing again “the basic conditions 
in any one year may be quite different from the conditions on wnich the norm has 
been determined. The production equipment might have increased or diminished- 
or improved or deteriorated in the meantime. There may be anroiuntary interrup- 
tion for which no one is responsible. To compare actual production in any given 
year with the norm would therefore, be extremely unscientific and unsatisfactory 
If a rule of the thumb is employed and the productivity is measured by the pro- 
duct divided by the labour force employed productivity has gone down in recent 
years. The causes may be the worn out condition of our machinery, and a pervading 
anise of grievance amongst the workers due to a continuous fall in real wages.. 
This doe.s not enthuse tliem to contribute their best in'production. A general dete* 
rioration in our business standards as evidenced by reckless black marketing and 
profiteering is also responsible for this. 


Section IV. — Industrialisation. 


{n) The Pattern of Indnstrialisaiion i 

'Phe problem of determining the pattern of industrialisation is really the problem 
of answering two distinct questions : 

(а) in which sector of our economy we would like to enforce savings ; and 

(б) in which sector of our economy we would like to invest these savings. 

In the laissez-faire system these questions are determined by tlic propensity 
to consume, by prospective jneld on investments and by the liquidity preference. 
In a planned economy the questions liave to be an.swered in terms of the require- 
ments of the economy as conceive<l by some jilanning authority. 


Many answers have been given by the different plans to the two questions 
formulated above according to their assessments of the requirements of the .situa- 
tion. As for tlie first fpicstion as to from what sector of the economy the savings 
should come. All the answers ultimately boil doi^m ton temporary cut in consump- 
tion. Peoples Plan for economic flevcdopnient of India prepared by the recons- 
truction committee of the Indian Federation of Labour, for in.stance, in paragraph 
1 10 of the Report says : “ The growth of indu.stries as well as the provision of the 

service.'^ sm h as tliosc of liealth, education and housing will depend upon the extent 
to vlneh a surphi.s is created in the economy, and the creation of that surplus will 
naturally he the task of the i>rineipal industry in the country viz. agriculture ” and 
in paragra])h 117 they say : ‘'in the beginning a considerable portion of labour 
would be diverted to tlie purpose of reclaiming the cultivable land as well as for the 
irrigation sehemes These items in tlie initial stages would mean work without 
immediate results and to that extent Avould mean austerity. Similarly the Bom- 
bay I’lan depend for their finance to the tune of Rs. ^,(>00 crores on Balance of trade 
saving-^ and created money. A part of it no doubt uill come from the increased 
pro<luction as the plan progresses but in tlic initial stages financing the plan from 
these sources would definitely mean the lightening of the belt. Even the Zero 
Programme rcciuiros a saving to tlic tune of lO^o of the National Income and that 
means more austerity than at present. The Gandhian Plan modest though it 
depends upon the entire financing of its Plan c*f non-recurring expenditure of 
Rs. IfoOn crores an-l Rs. crores of recurring expenditure in the ten years of the 
1 Ian c>n internal .savings aii'i tliis again means austerity on a considerable scale. 
All the ]>!.ins, tlierelorc*, seem to agree on the' tact that at least in the initial stages 
of the planned development of emr economy the people of this country will have to 

accept a regime of considerable austerity. 

% 

Such a scheme of autUnty if it is to invoke the enthusiastic support of all 
section-s of the community mn.t spread tlie burden of the industrialisation in such a 
way tJiat flie higl^er incomes have to bear the proportionately greater burden than 
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3sai”«"™ “4]“SS^ 

The Peoples Plan ^ ioday remains unsatisfied the first object of the 

essential demands :* » ^Their list of priorities therefore give agn- 

TeTsl PX c— s industries the second place and the baste 
industries the third place. 

M..,, ,, a* G..dU» 

Jits Zf.“™S“bVa. ■—» la. '"bd. 

and education. 

on the other hand the Bombay Plan ^ jitLls'^fo^^he' lu^fuaioroi 

T::X XtXXXXls of consuntption goods," 

a • ' 


maciunery, nnr production \viihou\ u 

on aU sides tvill go a long way to increase development, howevci 

expenditure. During the initial stages , l^c in the liasie mdustnes like 

maximnm eoneentration °t ImaVy ehemicals ai d cement ; tlien 

power, iron and steel, maclune r .u-jc-Ltiou of tools for rationalisation ol agiici 
we may go to the prodnetion amljab .^t development ot rm.d 

lure and consumers goods industry , 

industry. stages each 

Thus the plan of ‘'“''f“f”g",\™eJ'iod'of fo.n years the masimum ol 

stage occupying four years ?o“q “erorcs should be invested in basic balustry A 
the avaUable capital of Ks. b^b ^ required in form of foie.gn capital, flm 

considerable portion of this capital uili be J ,,roduct,s lihe textile goods l ot 

should be Bcctired through the „„i,i „ e ,ti a curtailment ol eonsiimptio 

jute and cotton, leather goods etc, '°f„;;t.,iiniei.t. At least 150 croies ot 

at home. People will have to ,us in foreign trade. 'I he rest ol the 

rupees will have to be secured fb'-oufch stir establishment of 

available capital will be required for «l"re at ho ^ -illKicnt mw 

these industries. Within four years it shou a u P ^ ^^^^^i^lerahle portion ol the 
material and power for our capital gooc^s >n 1 ^ ,.,ughed hack in the same 

Durin , the second stage the to^utilisc^ho product of basic 

goods industry which would “'S?.''® “,P„oods industry should fabricate too s 
hidustries enumerated above. This capita go xpaiision of consumers goods 

for the mechanisation of ; “"tetor should‘s be ploughed back in this 

industry. The profits earned in this sector 

sector oven during the third stage. 
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During the third stage of the industry the savings should be used for develop- 
ing rural industries. The mechanisation of agriculture and the expansion of con- 
sumers goods industry v ill release a considerable number of people employed in 
these industries and they will have to be absorbed by the development of rural 
industries. Even during* the first and the second stage attempts should be made 
to re-organise our small scale and cottage industries on a more rational basis by sup- 
plvincr cheap electric power, training personnel and affording credit and marketing 
fa'oiliries but the large scale investment in this sector should wait till the third stage 
of the economic development is reached. 

If this Plan be accepted it would mean that our economy would attain equilU- 
brium at a higher stage only after the hard but fruitful effort of twelve years diming 
which tlie entire population will have to tighten their belts. But this seems to be 
the onlv workable Plan and if people are approached in the right spirit and if they 
are made to feel that it is a common creative effort for the common good of all 
and if the burdens are equitably distributed and fniits assured to all there is no 
reason to suppose that our people wiU fail their country at a very critical stage in 
its economic development. 

{h) The. place of collage and small scale industry : 

This question lias already been answered above. All the industries that 
can profitably be developed without extra capital required on a large scale should 
l)C developed on small scale and cottage industry basis. The experience of Japan 
has sliown that there is hardly any Consumers goods industry which cannot be 
developed on a small scale and cottage industry basis. 

(c) Protection to Cottage and Small scale industries : 

In a planned economy where tlie capital, raw material and man power are 
directeil according to a carefully prepared plan and where foreign trade is in the 
bands of tlie Government the question of jirotection does not arise. Credit and 
inarketing facilities would sufiice to protect this sector from foreign and indigenous 
competition. If however protection is found necessary it should be in the form of 
subsiilv «and not tariff protection. The former is calculable and people can have 
-a better appreciation of how the money paid out of their exchequer is used. The 
eft'oets of the latter are often complex and cannot be easily determined. The 
former should, therefore, be preferred to the latter. 

(d) Qualification for protection : 

This question also docs not arise in a planned economy. An indiistrj’^ is worthy 
uf j>rotection if it fulfills some function in the furtherance of the general plan. 
Normally with foreign trade in the hands of the (xovornment no protection should 
be necessary. If however, proteetioii is fouiifl necessary it should be through sub- 
-idv and not tliroiigh tariff for the reasons stated above. 


Section \’. — B.ii.ance of Payments Problems 
( ri) ] Hscquillihrium in our balance of payments : 

For the last years a wclc imc change is visible in the composition of our foreign 
trade. There is a striking fall in tin- physical volume of imports of goods like cotton 
piet-o gtxids. iron and steel manufacture and cement and almost complete disappear- 
an< e of imports of sugar, soap and matchc.'^. On the other hand there is a steady 
inori'ase in the share ot raiv materials. After the war the export of raw materials 
fia.^ declined. We had u>u.diy a favourable balance of trade on trade accounts. 
During the War India ha.-^ smeoeded in paying off its foreign obligations and reduc-- 
ing the burden on lier erunomy that tliey represented. The terms of trade have' 
\lins chaoiied in our tavoiiT uud fh'- iiiluTcnt jmsition of the country in matters 
if trade i.s fun<lumcntallv .-"■und. ‘ . 
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The Partition of the country has adversely affected our balance of payments 
position to a certain extent as we have to import raw jute and cotton from Pakistan. 
But the recent attempts on the part of the Indian Union to free itself from the de- 
pendence on Pakistan in these matters indicate that with the proper management 
of our economy we should be able to wipe out the difficulties caused by the parti- 
tion. There is no reason to doubt, tliorefore tliat fumlamentally onr foreign trafl * 
position is sound. 

The deterioration of our Balance of Payment position is due to temporary 
causes. Given a sound and vigorous economic policy it is not difficult to lessen tlic 
impact of these factors on our Balance of payments j)osition. We arc chieflt 
handicapped by the necessity of increasing our food imports mainly from 
hard cuixencv country. It is not beyond tlie reach of i)racticahility to free our- 
eelves from this necessity or at least to increase our food .suj)ply from soft currency 
areas. Another contributing factor to the deterioration of our position is the laisscz 
faire policy adopted by the Govcrnnient in matters of our imports at tiine.s even 
from the hard currency areas. In their anxiety to increase supply of consumers 
goods to fight inflation they is.sued Open Oenerai Licences wiiicli were \iscd by the 
trade — manv of whom were now to tins job— to buy all sorts of goods .wliieh they 
thought were in great demaml. Here again, nmcli can be done by a conscious r<-- 
orientation of our exjjort -import policy. 


The Export Promotion Committee in its report holds that the di.'-pai’ity in 
movements of internal prices and the [>riccs abioa<l is largcl\’ resjaiiisible lor 
[ia’s present adverse balance of Iratle. 'I he causes oi this disj‘>arity have tc* 


the 

India’s present - 

bo fully investigated. Tlie cupi<lity an<! shoi t-sighb dnc.^s of oui' traders is provci- 

is and almost univcr.sal eomi l.uiil alajut the goods lua being 

(• instaiue ol this sborl-sbigldedness. C’harg- 

Sf' far pre\aili!i‘_' may be the 


bial. The continuou 
according to specification i.s only one instaiue ol this 
ing of cxcessivclv high- prices in tlie sellers' market s 


ing ol excessively high- prices 
other instance of the same. 

Then, there is the question of our prices being found iiigher iii tlie di.llai are . 
Almost all the, countries outside this area are finding this diltieiilty. In fact tlii.*-^ is 
nothing else but tlie indication of the fact that Ameri<'a can nic<'t alnio>l her fell 
requirements from her internal resources and is g<nerally indepeiuhnt ol the oui- 
side supply. While she has got a fairly .‘^izeable e.vjiortable suij'lus due tt> her imi'-- 
production technique. This techni(iue also means a lowci <ost ]ier unit nf niijait 
that is possible anywhere else in the world. 

Whether the costs in our export goods industry eoini'are unfavourably witli 
other countries or not is a question which cannot be satisfactorily ans\\ere<l uitli a 
scientific cost accounting in these Industries. In the al)seiut“ ol that idl tliat we 
can say is that if the prices of our goods compare unlavoural>ly in the lureign mar- 
kets and if tlio cupidity and short-sightedness ol our track is eann<>t wholly aooount 
for that the explanation will liave to bo formed in the im-ilieii'nt inanatrement intlw 
prices of industrial raw material and tlie juices of coiisuiium's gooils entering in tin- 
working cost of living indexes. In such a case the jnoblein of nationalising tln 
managemont and the question whether the jiriccs ol the.se goods and materials tan 
be cornered without injustice being dont* to any tme .should la* exploo-d. li tie- 
the prices cannot be so lowered there wouhl ht* a fairly good case lot subsidising 
these industries. 

(6) r/tc remedies for correclimj the prestnt innl-adjiiMiii.nl : 


4 

UT present difficulties therefore are due jiartly to international eiieum.-tain-' ;' 

ich wo have no control and partly to tlie lack t)l a eonsislent jiolicy of tin- 

- - --.iimont in the matter. The control, develojiim nt aiul direction «»i our foreign 

trade should bo envisaged as a part and jiareel ol the develujimcnt of tlic union 

economy as a whole. It is necessary to replace the o.xisting tariff l<oard by an 

institution which has a comprehensive rcsj)onsibiHty in resjaet ol Imth imjiort an<l 

export trade. At least for sometime we miLst cease to la jiend on u uuiltilat»ia 
18 M. of Com 
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trade and should enter into bilateral agreements with other countries to obviate 
exchange difl&culties and price fluctuation. The question of lowering the cost 
and subsidy should also be pursued if found necessary. 

(d) A paitarn of Foreign Trade, to achieve a long-term eguiUibriumin our Balance 
of payments. 

The pattern of foreign trade is dependent on the pattern of our economic de- 
velopment. The first should be a handmaid to the second. If the pattern of econo- 
mic development indicated by us is accepted we will have to evolve a pattern of 
foreign trade- to suit that pattern. During the first stage of our Plan we ^vill re- 
quire sufficient amount of foreign exchanges and we must pay any price for getting 
our capital requirements. This will have to be paid for by the export of our merchan- 
dise at prices attractive in the world markets. This might mean a stringent period 
of austerit}' at home. We must face the prospects bravely. Perhaps after the 
third stage of the economic dev'elopment is well underway we "wdll be in a position 
to have a more fav'ourable pattern of the foreign trade, as the cost structures by 
that time would have come to the level of industrially advanced countries of the 
world. 

In the meantime a closer trade relationship between the Far East and the 
Middle East should be attempted. As suggested by the recent report of the 
E.C.A.F.E. Committee on Industry and Trade steps might be taken to bring to- 
acther with the planning agencies of various countries of the region to co^idcr 
and undertake appropriate projects the development of which would be mutually 

advantageous. 


Section \'1. — Effect of pabtition 

% 

(a) ^>teps to meet the dilhculties regarding the supply of raw materials like raw 
jute and rair cotton : 

There is no doubt that the Partition of tlie country has created serious diffi- 
culties regarding the supplv of raw jute and raw cotton, and it is necessary to take 
steps to meet the same' Tlie devaluation of the Indian Rupee has made the 
situation all the more acute ami the public attention has been focussed for some- 
time now to this weakness in our economy. 

As far as the supply of raw jute is concerned it is believed that with mills clos- 
in'^ (iown for one week 'in a month for the time being the existing stock of jute in 
the godowns iif tlic mills and our indigenous supplies should enable our mills to 
continue functioninsi without interruption. This is of course a drastic remely 
and creates juany other problems like the industrial relations, jjossiblo curt^- 
incnt of our exporrs to hard currency areas etc. and a more satisfactory solution 
will have lo he fomvl. 

Tins solution can only be growing of more jute in the country and the re- 
adjustment of pro'hnttion tcehni(]ue to make it po.ssible the mixhna: of mota and 
h(Mup witli jute for llie prodiietion of socking. As far as the cpiest.on of growing 
jjiore jute is <*onc.Tned it lias been siigsjcstcd that tiiore is a considerable scope for 
oxpandim: jnto cultivation in Assam. The Commerce member has declared in the 
Parlianicnt that iu other areas also it is possible to expand jute cultivation without 
aiVectirig arcit'^ that arc \ ilally necessary for food. It is suggested that it is 
possible to incre ase llic su[>plN‘ of raw juto in India to the level of 4 million bales. 

I'lven if ii be found tliat tlie expanding of jute production will aff“ect our rice 
position the (xp:insi‘m of juto must he allowed us after the South East Asian 
coimtrios have settled down to normalcy it will bo possible and more advantageous 
to jiniioiT rice frcui devalued areas than to buy jute from Pakistan. 
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As regards cotton the problem is still simpler. Our dependence on PakmUn 
is vario^W estimated as 4 to 5 lakhs of bales. The Indian Central Cotton C^m- 
^ttee in fts recent meeting in Bombay has considered a plan of increasing p 
Section of eotton of the varieties imported from Pakistan or of ^ 

fienous verieties comparable to them grovm m India. It has been 
it^ould be possible to inerease the production of these varieties by about lo. , 
hales at the end of two years. The Committee seems to lie oi the opinion J^at 
sufficient funds are made available to increase, inlet alia, fertilisers, J 

Sfn fecUities. etc. it would be possible to increase tlie 
-cotton from 3 inilUon to 4 railUon bales in a comparatively short period. 

Section VII.— Government AUciuneuy for Development Pi rposes 

(o) The existing administrative mackinenj. 

The existing administrative raacliinery is not suited to the tasks of a planne*! 
■economy. It will therefore, have to be coinpictely overhauled. 

(6) The Government Controls : 

The Government controls should be devised to increase sa\ings and to 
these savings to those sectors rvhere the capital is more urgently 
should aCdlrect raw materials and n,an power ‘^e sa.ue namne^^^^ 

^ over 

production and prices uill also be necessary in a majont} of .ast . 

(c) The estahlish.nent of a National Planning ‘■:,;;;t:eonom‘f to 

for. Its function would be to carry out ‘'“o o^all ^ .o.or.finate 

ascertain the needs for capital and t‘'«o"rcc.s ol h diHu u^^ _ 

the rates of development ol tl.cse sectm^ am t ^ , "uum of econo- 

solute economy in the amount of total capital rernnud tor f. q 

mic development. 

The Commission will be in a position to prevent the c.xcrcise or emergence 
monoply pou ers. 

The Commission should have 

Supervisory Directorates m ^ 1 1 , n L w-akcr.. an.l t a- nuuiagc 

would be made up of repre.scntati% cs snulaiv tlin.uiili 

ment and would be entrusted with the function > A establish- 

cost accounting and other methods into the working ut tiu nviu uiu 

ments under them. 


There should be a Department of tlK- pnlbkilis 

small scale and cottage industries, ibis depai i ‘ ' j ^ ^ pr^vid tcrlinital 
facing this sector of our economy and prepare a ‘ thn.,- en- 

training, cheap electric poMcr and furnace ami markelmg laMhlK, 

gaged in tliis sector. 

Similarly, there will be an Agninilturid !)e[mrtnie^^^^^^^^ 
cultural problems, a separate note on which is un< ti i 


.s!i ‘ul l estali- 


ment should enquire into the question eontrol of the quality of goods 

our foreign trade and suggest proper reme<hea. Ihe 

ozported should also be under its charge. 
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With the establishment of such a Planning Commission the- entire economy 
of our coimtry will come under on© central direction. This fact should be reflected^ 
in the administrative machinery. A Ministry for the Economic Development must 
be created and the Department of Industry, Commerce and Supply should be- 
integrated with this Ministry. The Tariff Board Avill no longer be required as a 
separate body. Jt uill form part of the Planning Commission. 

AHMEDABAD MUXOWNEABS’ ASSOCIATIOK 

Tiie Havana Cliartcr on Trade and Employment which among other chmgs 
aims at promotion and expansion of international trade by removing restrictions 
thereon vas signed by 53 nations including India at Havana on March 24th 1948. 
Tlie position at present is that the signatory countries may accept the charter as a 
whole or reject it and no araendinents can'be euggeeted at the present stage. It 
would thus be observed that we have to assess the arlvantages and disadvantages 
of the charter as a whole in deciding upon our course of action. 

It may be mentioned that, India is yet an under-developed country and 
s^ill being in a formative state it is not possible to judge the nature and extent 
of state assistance required to develop our industries. Tlie charter has specific 
pl•o^^sions in these regards and it is therefore apprehended that the acceptance of 
the charter may not permit th? grant of necessary assistance to our industries — 
new and existing — in every case. Thus the advantages of the obligations under 
the I. T. O. are distinct while advantages from freer trade are doubtful. 
It may also be added that the development of industries and internal trade are 
more important to this country than foreign trade. In view of these facts my 
Committee are unable to advocate ratification of the charter and do not feel called 
uj)on to re]‘ly to the Questions 89 to 98. 

As regards aA.T.T the Government spokesman has stated that the guiding 
I'actors taken into consideration while granting tariff concessions were : 

(!) The coiKcssions should not relate to products which were protected 
oi in respect of wliicli claims for ])rotection were likely to be made during the 
next three years, and 

(2) The concessions should not result in excessive loss of revenue. 

In this connection, Govcnimcnt may not have the information regarding the 
])ossibility of an industry approaching for protection during the next three years 
and they may grant concessions to other countries which may have prejudicial 
cfl'cct on such industries, ^^'c have therefore to submit that before entering into 
ne^^• agreements tlie C^overnment should ask for the opinion of the chambers of 
commerce regarding the possible effects of such measures. 

As regards the tariff concessions already granted, it maj' be stated that 
economic and political eliaiigcs of vast magnitude have taken place thereafter. 
The pattern of India’s foreign trade is rapidly ehanging. As sueh, my Committee 
are of opinion that the entire cpicstion of tariff concessions should be reviewed 
at the en<l of 1950 in the light of new circumstances. 

PART 1 
Section* A(i) 

Qvc^tiov L — Do xjou ron-^irlfr that (he economic background in the country has so altered 

since the Indian Fiscal Commission reported in J9'J2 that it necessitates 
a f undame nial change in the approach to the problems ndth which the 
jyreseni Coi/nnission is concerned ? 

Aymcer . — During tlie last fjuarter contuiy, tliough agriculture still retains its 
predominnnt im])ortanco, tiioro have been vital changes in the economic conditions. 
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aftermath of war and (4) the Industrial Development. 

The main changes are, (1) ^ 

and jute, (2) self-sufficiency hydro-oloctric, automobilas, 

cement, etc.. (3) Development of industries like Bob- 

inachine-tools_and such industries ^ «e ■ f tl tition from chief ox- 


are some of the factors which call for a change in the approach to the 

probLTt^i^^^ Xch^he present Commission .s concern^^^^^ 

Qy^stion trade in agri- 

cultural commodities ? 

Ans.er.-:For years 

tent decline, since more or less ^ l,^dia had declined from 0-90 acre m 

population. Thus per for ™^^';^’;^l,tion. tiie figure became still 

1911 to 0-72 acre in „„-^„vate7l by tiie partition of tlie country, as 

lower. The situation ...Wt and rice were lost. As regards ra« 

a result of which miportant suPP - tJ^l monopoly for the production of Jute 

an importer of these important commodities. 

With the growing populatiim, ;‘,::^Li::rS::tn|;pU^ 

ir.:; r .y tif^f t \oday. 

As a result of this, imports of fooil gi^s '-^^li^rVImlddlc'^i^h ‘ the 

As regards raw materials, erased to bo an important item 

"oA" 'CirS iti place of importance in export tiadc. 

- 

'• r 

(2) by reducing ^3;;;;;' ,„.„.food crops to food-dops. 

,3) by requiring the tiaiisfcr o ^ ^ ^ 

Those conditions will m our “I’"' " ; ;\.b;lr (here will he scope lor the 

especially of koy and capital goods >33; 

progress of smaU scale and am ar> „jr,ci./Mrc and mining that 

Question ^'X^cessarg „>■ « s,,.„ort for ang golieg of 

intensified induslriahsation I • r i th 

.l„.i.er.-Thc country should . not 2on^d 

acale it is doing to-day. Iro'causo as long as the food scarcity 

bo the goal of our agricultural P'’ ' 1 j„tc continues there is no 

and the scarcity of raw materials such as cotton 
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possibility of carrying out the industrial plans. The attainment of agricultural target 
must, therefore, be ensured with the help of experts to get more out of the land with 
the help of fertih.sers, improved implements, tube- well fittings and otlier equipments 
which so far as possible we must produce ourselves. As regards miner^, possibi- 
lities of oil resources should be investigated and important minerals like Manga- 
nese, Mica, Bauxite which are of industrial utility should be developed on modem 
lines so that they may help the key industries. 

Question 5. What are the main directions in which our industrial development 

has progressed since the Indian Fiscal Commission reported in 1922 T 
Please give your appreciation of the same. 

An.m-er —In spite of the difficulties and obstacles which India has to face, there 
has been some progress in industrial development. India has been placed as one of 
tlie ei"ht loadiii" industrialised countries of the world. In a number of consumers 
gooflslike suaarT matches, cement and cloth, the country has reached self-sufficiency. 
Under the shelter of closed markets after 1939, important indu.stries viz., manu- 
faetiiro of Soda Ash, Starch, Textile Machinery. FortUiser, Electric Conductors,. 
Shii) Building, C’yele. Road Rollers have developed. But however, wliat ls more 
important Ls tliat' we arc still dependent on foreign countries for the supply of 
machineries anti other capital goods so essential for establishment of new industries. 

Question 0. To what e.Ytent do you think our industrial development still falls short 

of our essential requirementsl Wottld you list our main deficiencies 
under the following heads : — 

(a) Lines of manufwture which you consider essential: 

(/i) Volume of production; 

(c) Overhead and operative costs: 

(d) Quality of manaejewent: 

(e) Supply of capital; 

(/) ^irailalfilily of raw material , fuel and penrer; 

(fj) AvaiUddlity of high grade, technical ability: 

(//) Supply of skilled and unskilled labour: 

(/) Efjicieury of labour. 

Ans\iur.- — 'I'he Fiscal Commission's (10:^2) observation that the Industrial deve- 
lopnu nt has n<»t been commensurate witli the size of the country, its population 
and its natural resources liolds good oven today. Our observation on the main 
deficiciu'ies are as under : — 


(«) We are in urgent need of basic and key indu.stries which 'are essential for 
laj'id industrialisation ami national self-sufficiency. 

(/^) ^d.llume of production of our imhistries excepting sugar, matches and 
textile, is still below the reciuirement. 



Operative eost.s have been very higli wdiieh has come in our way in promot- 
ing export trade. 


{d) lihialityof manag'uuent is. in our opinion, is of general efficiency and eco- 
nomy. It may he mentioned that India's ])rcsent industrial develop- 
ment owes much to the far siglitod polic y adopted by our industrialist 
in sjuteofmany handicaps. 


(c) The sujiply of cn])ital to ostablislied industries is generally forthcomingj 
but as regards the ruwv industrie.s <m account of vacillating policy of the 
Government aitd such other factors the supply of capital is far from 


satisfactot 


(/) As regards raw materials, India is placed favourably excepting raw cotton 
and jute. The main item fii fuel — coal — comes from Bihar and Bong 
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which results in heavy transport charges to Industrial ccntr^^m other 
parts of the country. In our opinion, rapid installation of 
trirpower stations in different parts of the country wdl he helpful [to 

the industry. 

{g) India still lacks high grade technical ability. 

(A) Supply of skilled and unskilled labour is satisfactory. , 

(•) Efficiency of Indian labour is still very low and is one of the bandl.-ups 
in industrial development. 

Question r.(a).-Please give a broad analysis of * 

and cottage industries in the economy of this country. 

{b) What should be the relations betureii— 

(t) s 7 nan.scah and cottage industries and agriculture; and 
(ii) small-scale and collage imlustries ami large-scale ,mluslr„s! 

izsx ssipHS-S H 

but these industries are to a large extent a h. ,■ j,tteiition on this 

taken by the Provincial ,, 

urgent problem of our rural economy but it may be menuoiR 

be done. ... 

(6) (i) As ancillary to agriculture ‘1- he 

give work to our agriculturist rluriug the oft soaso.rs ulucl. results 

character of agricultural operations. 

(ii) In our opinion, such industries sl.oul.l be developed a. eo.npl. n.arv ,o 
large-scale industries. 

Question 8.— Do you think small- fob' ami collage 'J''"', „l ' ir- 

play in the economic ihvchpmenl oj our lonnny l 

cnmslances and (/.) in the lorn, runt 

Ansiver.-Yes. Even in higbh' 'pel'ubiu 

such industries play an ind»istiies \sillinour oi'iiii' i* 

economic conditions of p.vsei/. ireninstan.-.'--^ us mil iw in tin- 

have significant role to ])la> botli un 1 

long run. 

Seciion “A” (i'O- 

Q„eMion9.-f lease enumerate the small-scale and cotlcig. iuilustnes mhin. you mould 

like to devdop 

(а) as suhsidiary to agriculture, 

(б) a? supplemental y to largc-scnk induslrns. 

(c) as other independent units of jnodit' h >u. .^,, 1 ,^ 1 . 

A 7 Uwer.—{a) Some of the eotta^ industries u 1 

diary to agriculture are as under :- 

(1) Reri-cultuic, (2) dairy larmin*., (• ) 
bamboo work and (6) forest industry. 

(h) As supplementary to large-sea e im U'. n Pi,.U<.r« (4) 

.1 foi hol.bins niiinutaHurf. (4) lnk<ts, 

(1) foundaries and repair shops. (-) 

Ta\)e making etc. 
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(c) As independent units of production we suggest: (1) industries relating to Fine 
Arts, (2) Lace work and Embroidery, (3) Gold and. silrer thread making, (4) Metal 
industries and cutlery> (6) Cosmetics, (6) Tiles, etc. 

Qiiej^iion 10. — Which collage indtir^tries you coaMder specially .suited for export purposes'^ 

Answer. — Tliose cottage industries which supply the needs of people of artistic 
taste and wjiich are peculiarly suited to be worked on small-scale like (1) shawl in 
Kashmir which have got international market (2) Lace and silk embroidery 
(3) Iv'ory and sand.le-wood carvings, should receive special attention. 

Question 11. — Do you consider that protection to large-scale industries has in any way 

affected small-scale and cottage industries ? If so, please slate how and 
to ivhat extent they have been so affected. 

Answer. — In our opinion protection to large-scale industries has not adversely 
affected the small-scale cottage industries in any way, but has assisted them on 
the other hand. 

Question — 12. What in your view are the main handicaps from which small scale and 

cottage industries suffer at present ? What steps would you recommend 
for the removal of these handicaps — particularly with regard to : — 

(a) the supply of raw materials, 

(b) supply of technical skill ; 

(c) their technique of manufacture ; 

(d) their structure and organisation : 

(e) supply of finance ; 

(f ) marketing facility ; 

(g) any other form of assistance ; and 

(h) possible competition with large-scale industries ? 

Answer. — (a) In our opinion, there is no shortage of raw materials for such in 
dusirics. But as fer as possible such industries should be so organised 
that the movement of raw materials from one area to another is 
minimised. 

(6) The small-scale aiul cottage industries suffer from dearth of technical 
skill. The Government should \mdertake and encourage research 
Uv.ining for the ])urpose of efficient development of sueli industries. 

(c) & (d) Tlu* technique of manufacture and the organisation of these in- 
(bislrics are still in primitive condition. They should Ix' <l“veloped 
on modern linos, t s far as po.ssible on co-operative basis. 

('') M'lie (/O-operative B:inks and otlier local sources as well p..s the Pi’ovin- 
ci>l Government sliould help suck industries by giving loans. 

(/) It is l>ce-•u^e or tl\c (VTcetive marketing organisation that such iii- 
d'.istrles arc haiuUcapped. The product of those industries should 
in our opii\ion be .sold sd far as possible tlu’ough consumers’ societies 
and mnllipirpose agriculturists’ societies. 

(//) 'I'o avoid. p.>s.sible competition with large-scale industries, such indvis- 
tri(‘s should. 1)0 developed on complementary supplementf.ry basis. 

Quf itioii l-i. — What steps should he taken to en-s.urethat the interests of sfnall-scale 

and cottage industries are safe.guarded, when trade agreements with 
foreign countries are negotiated ? 

Answer. — In our opinion, iiW such trade agreements should be examined by the 
'lYidv and Indu.-ilrial Plnnninir Commissior.. 


SEcnoN H. 


Policy of discriminating protection and iU application sutc^ 

Question 1 4. -The Fiscal 

recommcM “ Iha, , ;,V;;;ec/io« affordul. so 

t z‘c:x 

«ssi5(aju^e should satisfy ,/,e Commission recommended 

^TsoT'ffX %as:ZZZVlhe ,nain , lerin, ions fro, n ,he pohcy. 

Answer. -The basic policy X 

mission has laid down throe ^-Xd to these comlitions. This formula 

tion. Tito Tariff Board very rigidly actter^ed Jo restrictive pr.ivisions and 

harassed the applicant imheartl of in the liistory oi the \sorld > 

created bottle-necks and hurdles for them, unh . however, tlcviatetl from this 

protectionism. The Tariff Board on V™ he .ndu,strv even though Soda 
policy, viz., (1) It recommended I’^Xot jlable in India. (2) They recommended 
Lh. an important raw '"*‘‘'^■'^‘“'"'“1 Ll.ich Ind not come into existence. But 
bounties to superphosphate ^ of India immediately stepped n 

the Commerce Department of the t .;atisfv the conditions and therefor 

and pointed out that these tl^^^ was no deviation, 'i'he policy 

dewed protection to them. In to be iniulc<,nate and m 

itself had many shortcomings and it «^h<u t i 
effective to help rapid ind.ustriah/.ation. 

As regards uon-fiscal measures^ !\''hv '^hrtlovei'<n^ "'H' " 
to show the negative policy adop e( - jj j- rwluction of 
Heavy Chemicals pointed /hat a poll > T industry m ■ u 

with a view to the formation interest but t.> the mteiest 

will be advantageous not ' ('overnment ditY. r- d from the 

of the Railway Companies. Hut tlm the LO'nui.d tint ^ ■ 

.ddered the suggestion as \ ^ ' 

rates should he fixed purely on the ban. 

view to subsidizing imlua vu‘s. „Ua<e 

^ 

Aa.ficcr.— The working of tho i’V'l/y’ n'Mioie.- others aiv as follow. : 

achieved is far from satisfactory. Hi ' i r )\n 'm*! fbl ilore- 1^ •; 

(i) The prucclurc mluptol was '-r.v J' ' ; ,,,|,.„.;„cly ..vmugcl 

hmg time to puss through " ,V „„ „c ir 1 .-si l, u< bclorc llu-v 

thut the imluslrics wer,’ m m.iut 

received protection. c vm.m 1 i was aiiolhcr Ivandieap. 

(ii) The rigid upplicalioii of the trip c some cuscs. tin- 

(iti) The method of costing was quit , ^ a.bliii'ms and siibti.iction. 

^ ’ Board had to make tUe oilu-r priec.s were s. unsteady 

in the computation oi la* ions by the f.T. ign imlustnal 

and fluctuating owing to the i be attaehnl t.) the quotations 

combinaUoiis that scarce > protect i<>u ivquiTcMl. 

as. reliable criteria for the measure 
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(iv) The Commerce Department of tlie Government had its preconceived 
ideas on many of the occasions, and sat on judgment upon the re- 
ports which were presented by the Tariff Board aftelr laborious and 
searching inquiries and modified, their recommendations in 11 cases 
and rejected recommendations in 6 cases. 

(f) The FiscitI Commission had recommend.cd institution of a permanent 
Board. The practice of the Government had been to appoint a 
separate Tariff Board for each inquiry which certainly was not the 
intention of the Fiscal Commission. 


If there lias been i\ny development of industries at all, it cannot be said to have 
taken place because of the Fiscal policy but mainly inspite of it. 

Question 16. — Do you agree with the specific conditions laid down hy the Commission' 

that normally protection should be accorded to an industry only if the 
conditions referred to in Question 14 are satisfied ? 

Answer. — In oui’ view, the conditions prescribed by the Commission were not 
only unduly stringent but wore on. the whole im*elevant, mutuallj' inconsistent 
anci gener.Uly unworkable. Thu.s the first condition which emphasized the exist- 
ence of iv’/turjl advantage.s, simply indicate<l the factors to be looked for in judging 
tho ultimate ability of tlie industry to stand on its cum legs. If tho industry pos- 
sesses all tho ‘ natural advantages ’ it will not need protection, and ^vill thus fail 
to setisfv the second eordilion, that it is not likely to develop at all without the help 
of jirotectioii . Tlius the second condition was inconsistent with the first. As 
regards third condition, it is really unworkable in view of the fact that it is very 
dilH(“ult to foroeast the cireiuustancea affecting the industry over a period of years 
and tho prob;>vljle variations during tliese jx-riods in the level of import prices. 
TJiat part of tlie Tariff Board’ s work wr.s more, or le.ss .specuhitive ba.sed on imagin- 
ary forecast whi(;]i in many c.ises proved false. Tlius the tiiplo formula was mis- 
leailing in nuture and lia<l done more h iMi than good to tlic Imlian industiic.s. 

Question 17. — Do you consider that the ^‘‘supplementary measures "for jwotection of 

awl assistance to, industries as recommended by the Commission in 
Chapter VIII of their Report were adequate and ;tell conceived ? 

Answer. — The aujiplemcntary measures for jirotection of, and assistance to 
industries as recotinnended by tlie Conunission in Chapter \’11I of their Report 
would have been of assistance to them but since they were not implemented whole* 
licartedly tlic (Jovornment of India, we are unable to say uhat are it.s effects. 

Question IS. — In a Resolulion passed in the Central Legislative Assembly on the 16th 

February IH’I'I, the principle of discrimiimting protection was accepted 
as the. basis of Coi'i rmnent ploky subject to the following general quali- 
fications : — 

(a) (hat ih< priwiple should be applied with due regard to the well being of 
tliK community and the to the safeguards mentioned in Question 14. 

(I») that in t/m applictition of this principle, regard must be had to the financial 
w id-'! of the country and to the then dependence of the Government of 
India on import, export and e.xcise duties for a large part of its revenue. 

To >rf:nt , >■(. nt . if any. do you think these qualifications effected the working of 
•hr policy ' f d I ■<rri minuting protection betwnn the yairs lU'Ioand 19-39? Please give 
ipti'r r:if/ntv nis. if possible separctihj, for the foUoicing sub periods : 




J9-T 
r.hii) 


-JU. 

-.14. 


(i) 

(ii) 

(iii) 19:u^;u. 

.\nswrr . — Tho qualificat:<»ns luicl dovn by the Government of India were in 
Mir opinion, not only mutually inconsistent but were also incompatible with the 
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£ isrs.* s““ 

. , • ino‘j ‘iQ fiiKtnms formed bet\%een 55 to 70 

It may be mentioned that d>iruig This dependence of the Gov- 

per cent of the total tax ® ^.^eise duties as a source of revenue had 

ernment of India on import, j the development oi mdustr.es. It 

considerahle influence on the t®"*! P°1 Y the whole this has proved 

has no doubt a positive as well as a juLtrate in some cases like sugar and 

to be injurious to the nabonal industries could devoloi) und^ 

matches revenue duties j production of these commodities ^ 

their shelter. But due to Gov^ tlu-refore decided to imr^^ 

a substantial decrease m revenue. .^1, ju^ttfaed m prm 

excise duties to make up /P®®-,jtLches' Sugar. Iron-steel) and increased the bu - 
ciple added to cost of production (Matches, »ug 

den on consumers. catastrophic fall in prices as a result 

Besides it may he „ationali.su, followed by the iorei.eu co.ud- 

of depression as well as pobey ot inUnsiN C naturally m. ant a lo. 

rieXvalueofimports felloe^ Gie H.ld ut n-veuue 

of custom revenue. -The Goveix Maehinerv Mill-sjtores and 5 

duties, and levied import duties ^nd the Government had there ore, 

This naturally added to the cost ot proiluction 

to grant increased protection. hrietlv as viivhT 

The main developments duviug the vespevt.ve prcr.od,. au hra.h 

1923.29 ; (1) There were 

It was an era oi m.iim> 

. • 


1930-34 


It was an era oi 

(2) During this period there was expansion in tiehl am nun. > 

revenue duties. 


1935-39 


revenue ciuwcs. ^ ^ 



of the policy ol discnm.natmo pri 

Qwslion 19.— The charges set out in t/'o ivU rim '''""'f',/' 

of discrimmating protcct.ou in 1- .Uriulwns fom. th' " 

established. iVhat arc Yoy ;» I-'I 

policy as laid doini in the Indian c n ,,,,,,r. .a. 1. 

The changes no ^.p-remv V!,'g^ TtvilV 

the problem but in our opinion, the ei ^ wliieli c*nild fib r imy n a ' ^ 

gave a restricted scope and eoiitamec no piotfctifn. I'nib r th'- . 

to a Tariff Board in selecting an aeni. d "bih- ibr e.-iui] 

dition, grant of protection to embryom aillicuH cfiK i’i't “ " I 

of solidness of the industry referred then m -. a , P , v b- 

perly defined. As regards financial s a > , ,ju' claims .<! indiubu - . 

stated that these are not the tests tor ‘“i f i vion slmii'd be t -um ' 

tection, but assumptions on whicli the inea?. ..n indii-iiy i""b'cH'>n 

The main consideration on which *'**‘‘ ‘ ^' *' y:uliici' nt nai c'li.il 

should be determined is whether it is an m • niaNiMHim niUi'id" '' ‘ ' 

from the point of view of defence ■ m,si I.m salMiidii.. '' • 

and natural resources. All other consu era ■ ■ ■ h, inn /-'/'b 'd- ./ 

Que.(ton 20.~-Are you satisfied that this ih hnrhu-v. 

If not, please indicate u hrrc, in yoi i 

tation lie. ua appmutca by 

Ajwu'cr. — We believe that since i'^*‘ ^ >.rf| the umb ' t 'b*' 

the Government in November 1945 u.th the irMn.i-i 
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'niitit a year and a half ago, did not provide much ground for encouragement, becatide 
the Board has been prone to take restricted view of its functions. But after the dele» 
gation of further powers the Board itself has shown apppreciation of its functions at 
a time when it was practically the only sheet-anchor It.fb for our struggling industries. 
The reports on motor-batteries, cycles and sericulture breathe a practical under- 
standing of our industrial difBculties. 

It may, however, be pointed out that in considering the adequacy of prortection 
undue importance should not be given to the size of the industry or to the * re- 
presentative ’ cost. Thus after 1 ^ years a case (textile machinery ) expressly re- 
ferred by the Commerce Department on an infant industry ground, was declar^ to 
be premature because the industry could not produce representative cost at ttie 
time of inquiry. In case the size of the industry is small it should be helped by 
way of subsidies, but in no case should be left at the mercy of foreign competi- 
tors. 

I 

Section C. 

Review of the effects of past tariffs Policy. 

^‘Q'ueMioii 2L~Would you attempt abroad analysis of the effects of the actual poW$y 

pursued by the Qovemment of the day on the growth and development 
of our major industries under the following heads : — 

(a) Capital invested in the industry (paid up) 

(b) Rated capacity. 

(c) Output. 

(d) Employment of labour (Technical and non'iechnical). 

(e) Wagebill (Technical and non-technical). 

(f) Earnings of management. 

(g) Profits, earned and distributed, 

(h) Ex-u'orks price and retail price t 

i^i^stion 22. — Would you make a detailed analysis on the above lines pariicsilarXy in 

respect of the following industries : 

(i) Iron and Steel: (ii) Cotton Textiles; (iii) Sugar ; (iv) Paper and (v) 

Matches f 

Phase give your answer for the. following period.^ : 

(a) at the time uheji the jwotection was given. 

(b) in W-38-39. 

(c) in 1U4H-4V. 

An-'iwcr.-i trilfi special reference to cotton Textile Industry. 
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1939 

1948 

(a) Capital invested in the Industry 
(Pai<l »i])) (in erorcs) . . 

37 ■ 47 

38*98 

73 01 

(b) Bated eapaeity No. of Mills . 

Spindles installed .... 
lx) 0 !ns Installed .... 

330 

9,506.083 

186,341 

389 

10.059.370 

202,464 

408 

10,265,841 

197,469 

(c) Output 

Cloth woven in Million yards . 

Yarn spun (Bales of 400 lbs.) in Lacs 

2,990 

24- 16 

4.269 

32*58 

(1947) 

3,890 

33*46 


1929-30 


Juno 1949 

(d) Kniployment .... 

614,039 

583,873 

743,441 


(d) Kniployment 
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Oiustion.—23 (a) Please indicate the significant Jeatnres, if any, in the structure and 
^ organisation of the protecJed and assisted industries vMh respect to- 

(i) the size of the units; 

(ii) their location; 

(iii) the development of comhinatimis, horizontal or verUeal: 

(iv) the developments of ancillarij industries ; and 

(v) any other aspect that you may consider ii necessary to mention. 

(b) Do you think tJuit the form or manner in which prolcction or 

‘ has been given to these industries has had anything to do uith these 
features? H7(icA of these features arc in the interests of ovr economy 

and which are undesirable? 

Oueslion 24.— If you consider that the undesirable features vnntionf.d if any , nere due 
^ JLj defects or deficiencies in the control exercised by 

over tie protected or assisted industries. pha.<ie point out such defect- o 

defciencies. 



Durint' the pre-war years some ill(lust^ie^ siipplyiiii: mi" stour' .in" 

chemicals were eLblUhe" ami under the shelter ot the 

war, a number of ancillary industries have developed ^ ‘d; '| io ,■>> 

arc as undcn-manufacture of bobbins, stareb. roller skms. pulois, u.iM l-i 

textile machinery and tools, spare parts, etc. , , . i i , j tt,.. 

(6) The protection {p-anted to cotton textile inra-nu’^ 'i'-rc to 

industry to maintain its present to a-se.^- Ibe exaet pint 

a large extent of safeguarding r the other fu( t<-is ihM l.eve assisted 

played by the protective mcasurc> in \u^^ <*i 

Question 25.— To what extent has the probitdoi or assistnmi n\tmd<d to on ludi 

resulted in — 

{{) its progressive mechanisation: , . , .i.nnd 

(ii) the introduction of new economies and other belt nwa " / 

(Hi) the optimum vlilisalion of iiuIUjnwus raw mo ino <w,r, ^ 

Phase iUuslmte with e.mmpks <ira,n< from 

^n«4«r.-Duringl, the last <,uarU;r India,, 

have taken place in Western Countries in the t ..i,;,!, i.avi' nt-idtetl in pro- 
mills have in many cases adopted these new ine ^ Thus l»hol'i bleaili- 

grossivc mechanization and in introduetion ol nev eu* o ' • • .vsloin in rin|i 

ing and hand dyeing have been replaced by and v. indiu^ 

spinning, self-stripping apparatus in cards. lngl» -1 lit v <•! Indian pm- 

liachino;, have bem rnstalled. With these improvenu-nts. .pud-tN 

duct has improved a great deal. 

The quality of the Indian product has impro\ e*l and t has 

Staple foreign cotton has increased. The developnun < - 

rcsSltod in greater utilization of tl.c availaide raw nmlen > > H>,, 

. siderablo scope for development ot other aneillai\ m* ' ^ ^ .,„i, 

Question 26 . — Has the protection or assistance rtceiiy 'i! ’ 

substantial increase in the supply of 

(a) technical personnel required by the indiislncs, 

(b) skilled labour; 
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extent. 


(c) semi-skilled labour; 

(d) a stabilized industrial labour force? 

Answer.-(SL) The supply of technical personnel has increased to a certain 


(b) Yes. 

(c) Yes. 

(d) Doubtful. 


try of tvhick you have knowledge or experience? 

-Revenue tariffs have indirectly helped the growth of industries like 
gQgar, nisitcb 8tc* 

'“on oj our (i) iruport, and (ii) export trader 

,b) To what extent was the relative importance of our domestic and foreign 
trade affected b,j this Policy during this period! 

Auswer.-U may be -ntioned at the outse^ \r "i^idS'^loS^ S 

Lave influenced the °”“Srand “rno nationalism have all been 

f LltmnftVe'rry^TS^^^^^^ tf - U dlfficmT ^ dlstinVu the 

effects of protection on volume of trade. 

At same tjjne^— n ^^i^y 

:f:rt/rowth of industrialists irith the^^^^^^^^^^^ 

t'- tharacter of ^he foreign trade. 

(b) Importance of our domestic trade has increased with the grouth of indi- 

gcnn\is industries. 

n / ■„„ -n —no you think that the development of any of the protected ind^rtes mas 
QuesUon jjobc/ea pursued or the measures adopted hy Gouerament 

u-ith^regard to math is other than pjrotection! Please give examples. 

I„„,rr-Yes. The Tariff Board of 19:V’ recommended protection to the 
. • i4 Tt.vtiif Tnilu^trv ^^bon its flaiin was overdue. Put this grant of protection 
T^lfwe.l bv Impcriai pivtVreuccs. Ottawa Agieemcnt and Indo-British Agre^ 
which nuHitieerthe eVets of protection as regards the goods from United 

imported 'cotton, dyes, maehinery and stores had also 

a-1 verse etVect on the growth of the mdnstrv. 



Section D 


Factors in the formulation of a new Fiscal Policy 

31 —What in your assessment is the relative importance of the main changes 
Question 31. trade which have taken place the perwds:- 

. (a) 1939-45 
(b) 1946-49? 

M /o\ iQ'^fi d'i- This was a period of war. Tlic important inanufactiinng 

Answer. — (a) 1939-40. F a consequence, impoiis substantially 

■and exporting countries were in Government had to regulate imports 

decHned. There was also^uppmg shortag^^^^^ 

d“:f goods from India Iron, the nei,hbotn-ing 

<»untries which could not obtain the same from abroad. 

Under the stress of these " 

imirorts of foodgram as exports of manufactured aitieles was signi- 

dJ'toTLt^m cx^d to tlm ^ 

^t^^ were h.nlt up. 

(b) 1946-49 : During this j-eriod, India As a n■snl^!^f 

;and food imports have increased to an imports. Tlw value of imports 

raw-jute and cotton liave become imp * - * i t,, j{s. :tJ'75 enn-s in 

of machinery has increased prog^v^s^sive >^^^^ tlie relaxation of import control, the 

imports of luxury goods have gone up hu ^ s- It has tlu rclore 

present scale arc not sufficient to pa.N lor our lu ct s. ar> ni 

become imperative to step up our exports. , , x ; • 

Question 32.— W ould you ri !/ of our foreign touU 

MclVoZlTr^^Lli have had to adopt duruoj th.s- pniods on- 

(a) our import and export trade and 

(b) (7ie growth and de^elojanent of our indnsfrir.-^' 

Answer.— During the second world war. <'uL t'o ilu 

restrictions on the import and export tr.uU. , ' ^ ^ \ indtoivu .' 

of ancillary and medium size industries hut the . I'Me to i.^ptM' 

was acutely felt. On account ol our strategic p »s tv uc- no » om[ i ti' 

foreign markets for some of our manufactured goo.f^ a.- lie 

from industrialised countries. ^ 

During the post-war years on aeeount ot ' ji;is as-^urncd un- 

have to control foreign tr.ule. The problem o u.,^ f;iil. d u* 

follow a co-ordinated and eonsi.stent polu-y during i.icatlv wiuu lim 

of promotion of export trade lias received pi 'pt i a c j-.'^ards imiorl tmlc 

adverse balance of t ade lias reached, almorm.' ' ,„;,nni r m vhi'h 

control, in our opinion, the chief dvawhack.s <»1 ii ] ‘ ^ j^lorhii ' "f moiu v 

it has been implemented have been that it ha.s n.'^u '■ linatuvs. 1-) I'nUcrim: 

and foreign exchange and thus tightening ot the con I ^ me of liic indigenous 

away of valuable foreign excliange, and (.1) Al r- 
iudustiies adversely. 

, the fundamental premises 

QuMtion 33.— To what exUnt have these Commissiem 1921-22 

on which the recommendations of the Indian r isu 


\ ..I U'llS 
L'l 0\\ til 
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wtrt based? Please illustrate, your reply^ with ezaviples dravm fratn 
the trade or industries with which you may he concerned or about which 
you may possess adequate knowledge. 

Answer . — The fund^Jmental premise on which the recommendations of the 
Indian Fiscal Commission 1921-22 were based was that the industrial development 
was not possible without stimulous of protective duties. During the period of war, 
a number of industries developed without the aid of protection. But this protec- 
tion lacks the assurance of permanence and fails to give the sense of security which 
arises from the deliberate adoption of the policy of protection, and this is what has 
liappened in the post-war years. A number of industries have approached the 
Government for grant of protection and in oui* opinion, without iiecessaxy assistance 
by way of j)rotection, it may be diflReult for tlieso industries to stand against the 
foreign compctitioi\. 

Question 34. — In the light of your analysis and a 2 ypreciation what is the relative impjor- 

tince you would attach under present day conditions to govemmenta 
measures for the promotion of our trade and. industry which may be 
broadly classified under the following heads — 

(a) Fiscal measures; 

(b) Non-fiscal measures? 

Answer . — Both tlic Fisee.l as well as the Xon-Fiscal measures are useful and 
ii.eccss;iry but ])otuc<Mi tlio two, iu our opinion, fiscal measures are more important 
and encotivc as dir.et and immediate me^sui’es of assistance. Tlic Xon-fiscal 
measures wliicli would indirectly help industrialization in the long run, should also 
d'iserec duo attention. 

Question >5 . — Would you indicate the extent to which an appropriate tariff policy can 

further our foreign trade and assist in the development of our industries? 

Aiuu'cr . — In our opinion, an appropriate tariff policy can further our foreign 
trade and assist in th<* dnelopmont of our industries to an appreciable extent. 

Qu'.^tion 30. — What, in your judgment, should be the objectives of tariff policy t?* the 

short period? 


.\nswcr . — In tmr opinioji in Uie shovi: period, the objective of the tariff 2 )olicy 
should b(^ tlio m linlon xnoc of maximum employment of labour and naturai resources 
by gr.mt of effective protection to industries. 


Quo.<ition 37. — The minority report of the Indian Fiscal Coynmission 1921-22 expressed 

the vkic '‘that there should be an unqualified pronouncement that the 
fiscal policy b\ct .’iuited for India is ])rolec(ion*\ Do you agree with this! 


A nsivcr. — Ye.s. 


Question 36. — If so, what principles and conditions ivould you lay dounifor regulating 

the grant of jyroteclion or assistance? 

Answer . — In our opinion the only guiding factor in tliis regiU’d should be 
\yl\ethcr it is an ind wtr y of imporcance in view o f national defence, security or signi- 
ficant in \ iew of tlxc cmj)loyment of labour and utilization of the indigenous raw 
materials. 


Q uestion 39 . — II ould you, m the application of the formula or prijiciplcs, if any, o»‘ 

in the Adminislralioyi of the policy in general, like special consideration 
or priority to be given to any part icular classes of iyulustn/? If so. pleasi 
name the classes. 


.Insuvr. — Yes. 


(0 Existing industries; {ii) Industries important from the view point of defence 
and security, (lii) K-y and lu avy industries; (iv) Industries of economic importance 
ti *- 111 ^.^ 1 ml noil s raw materials and adding to the employment. 
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arc UTvd&r c(ynsidcration? 

Answer . — Yes. . 

Question il.-W Pf-e 

protection, e.g.— , 

(i) protective import duty ; 

tl^^^rToftoTpr’ices, e.g.. aHumimum price pooi ,c/acA «••«. in force 

(iv) restriction of in^ports based - r5in“‘ 

' icocf a percenferge of d^mesUc f „greemcr.ie er 

lions can be imposed without confltcl with pre-existing y 

commitments)? 

(b) ..ic. of these methods shouU be the^ 

to! ZTarZe CO, uliiions you would like ,o bear in mind 

in selecting the method of protection? 

Answer (a) and (b).— The normal "V"" " 

protective import duty. In case of key and caphal goods ma 

be an appropriate form of jirotection. i in each case on its 

(c) Yes The appropriate method should bo determuud 

nii6ritr6* ^ tD/f xvhtTC 

Question 42.^-WJuit should be the orl%^dnwpiu<j xmasures^ as dis^ 

situation cMs for o,dy »'/*? „ , .^7, e( ,cr for snuAl scale or large scale 
tinct from subsUintive protection, u newer j 

industries? Fiscal 

d«^tter.-We suggest that «'X,Xlm’ho-tlation allmlld fy'.’"" 

Law in two parts and that the anti-dui l U p cargos, immediate action 

the specific question of substantive ^ , (■’liairmau uf tlie 'liMde and 

should bo taken straight-way mav get ucc s^aiy assistance 

Industrial Plauniixg Coraniissiou so that be talo n np laUT on. 

before any harm is caused. An mqu^y .f ncccs.art . ^ _ 

Question 43.— (a) Wfuit place would you assiyn to expot 

„ — -r- »'» ■'■"'■ '""""'■ 

(i) safeguarding the domestic consumer^ Zuerhds for ulilr.ation'by doniislic 

(ii) conserving domestic supplies of rai 

industries? , . , . , „u- ournoses mentioned in (6) (i) 

Arwwcr.— Export duties may be „,nno m.Iv. 

and (ii) as well as in the cases where imha l .^^^^ 

Question 44. — What fiscal measures, if any, .^JrUi? 

esudilished industry to mauita.n its eaporU 


Answer. — One of the main handicaps to , lilies jU'c out of Inter* 

fiwjtor because prices of some of our mam cxpi should be u<loptecl which wi 

national parity. In our opinion, such ^ . abolishing the import duties on 

jOwor the cost of production. This can bo d y 

18 M« of Com. 
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I’aw materials used by tbe industries. Reduction in Internal transport rates fre-ra 
^ho interior to tbe Ports will also be helpful. Salee-tax should not be imposed on 
articles of exports. 

In addition, measures which would popularise our products in the foreign 
countries by means of advertisements, exhibitions and propaganda carried out by 
the Trade Commissioner who may also supply the information regarding the tren^ 
of the market, the tastes and requirements of the people, will be also helpful to the 

manufacturers. 

Question 45. Have mn any comments on the method by which Me Tariff Btmrd at 

present fixes the quantum of protection {the method of comparing the fair 
selling price of the domestic product with the landed cost of the imported 

product)'^ 

Answer . — In our opinion the method is not sr.tisfactory. It is ^ry difficult to 
obtain the correct data regarding prices from the foreign concerns. The experiences 
of the inter-wi.r periods have shown us that the theory of comparative costs no 
longer holds the field in these matters. 

As regards internal prices, the question may arise whether a specific item should 
be considered in the cost data. Thus the industries will have to undergo heavy ex- 
penses for the purpose of housing. The tariff Board may not take these ex^nditures 
in calculating the price. Thus there may be unsurmountable difficulties. 

AVe suggest that the quantum of protection should be decided by coiwideration 
of reasonable profit which would keep the marginal unit of production in work. 

Question 46.— Would you recommend variations in duties to meet variations in import 

costs? 

Anstcer. — ^Yes. 

Question 47 —Where protection is to be given by tariffs, what are the considerations 

which you think should govern the choice between the various alternative 
forms of duty such as specific, ad valorum, compound etc.l 

Answer. In our view the alternative form of duties should be applied with 

due consideration of the jieculiarities of the product. 

Question 4S.—What do you think of the utility and practicability of tariff quotas? 

Answer. We believe th«at tariff quotas as effective measure of protection, has 

not much practiced value because by under-selling the foreign concerns may cause 
injury to the indigeuou.s industries. 

Question 49. Would you like a minimum or a maximum duration to be laid down for 

protective measures? 

Answer. In our opinion a definite period of protection should be laid down 

bv the roiniuissi<»n in eacli individual case which should be re-examined at the end 
of .siu'h period if deemed iieces.'^ary. 

Question 51. — Having regard to : — 

(a) the future structure of our foreign trade ; 

(b) the anticipations relating to the course of international trade {under- 

lying the Havana Charter on Trade and Employment) ; and 

(c) the broad lines of our Industrial policy as laid down in the statement of 

the 6th April J94S, 

would you attempt a formulation of the objectives of our long-term fiscal 
policy? 


Answer 
sh >uW be:— 
( 1 ) 

( 2 ) 

(3) 

(4) 

Question 52. 
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—In our opinion, some of the important objectives of our fiscal policy 


National self-sufficiency in aU possible spheres of life by protecting 
industries of national importance. 

Measures should be adopted ^hich wiU increase our bargaining power 

in the international trade. ..nttace 

Co-ordinated development of large scale, small-seale and cottag 

industries should be encouraged. trade 

Effective measures should bo taken to encourage our export trade 

-In order to facilitate '<> 

run'? 


Answer. — No. 
Question 53. 


.If your aneu.r to the above question 

VuSdbe ru;^^ 0 ‘etaZitiee, and u-hat conditio... if a.uj. 
would you impose on their functions. 


^Twwer.— The question does not arise 

Section E 

Hon-fiscal measures for the promotion of Trade and Industry 

Question 5i.-The Indian Fiscal GommUsiem of "the^hadZom. 

^ mentary measures" as an a.d to he m.Jl V Govern, nent 

the shoH period and (b) .« the long I.er.o ^ „ent of 

.ln««er.-The Tariff poUcy jf^T^bln supplen.entary 

consideration of the Commission. ino ition svstein needs a thorough 

- >« ''CS-T «5— S ’" “ ■“ 

a rationalised freight structure. country. 

(3) EfBcient marketing organisation in country. 

(5) Efficient system of commercial and 

<?t£«(ion 55— /n particukir. ^ 

Govcmmenl could jaciUlaie ^^s,j.iaU where these are not readdy 

{o.) the swpply of esseniiaX 

available in the country, hlnprv 

(b) the supply of essential plant and mach.ne y. 

(e) the supply of cheap fuel or power, i^„„sport both for the rmve- 

(d) the provisiem of cheap, adequate ar^^ f^ ^ finished products, 

of rau, and iTlZnalucd freight-structure ; 

made availabk under a Scheme 
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(e) the supply technical personnel of differemt grades-, 

(f ) the supply of technical informaiiona houl industrial methods and processes ;■ 

(g) the supply of industrial finance, both for use as block and as working 

capital? 

Answers (a) and (b). — As regards supply of essential industrial raw material8»- 
plants and machinery. Government shoxild give priority to their imports over other 
non-essential luxury goods. As a long term policy, production of such things in. 
India should be actively encouraged. These items should be placed imder^Open 
General licence and no duties should be levied on them. 

(c) Cheap fuel and power will help to reduce the cost of production. As such, 
wo suggest that the Government should take immediate steps to develop hydro- 
electric and thermal energy grids at suitable places. 

(d) There is still much scope for improvement in transport situation.JIWe 
are of the opinion that the improvement and rapid development of railways^ and 
construction of roads will be of great help to the trade and industry. The freight 
structure of the railway system should be revised on a rationalised basis. 

(e) The Government con help the Industry by establishing technical schools, 
colleges and Research Institutions. 

(f) Supply of technical information regarding industrial matters and processes 
will be of great help to the industrialists as well as the workers, and same should be 
furnished by means of exhibitions, cinemas, lectures and such other ways. 

(g) The Government has established the Industrial Finance Corporation. It 
will now enable the industries whether well established or newly established to obtain 
financial assistance. We are of the opinion that a single institution will not be able 
to cater the full nced.s of the whole country. We suggest that similar institutions 
on provincial basis should also be established. 

Question 56 . — How and to what extent could the trade a)id industry co-operale with 

Govemwent in the provision of such facilities? 

Questioii 57 . — Do you think any special types of organisation would be necessary 

(a) to secure this co-operation betu eeri industry and trade and (b) to provide 
for the orderly supply of the facilities enumerated in Q. 55 or for the supply 
of such other facilities as may be considered necessary? 

Answer . — A Committee of the Trade and Industrial Planning Commission con- 
stit\ited on the lines of the present Central Advisory Coimcil for Industries with 
representatives of dilTeront industries will, we hope, servo the purpose. 

Section F 

Fiscal policy in relation to Commonwealth Preferences 

Question 58. — llV/o/ ate your general vieics on the subject of imperial preference — 

particularly in the light of the principles underlying the General Agreement 
on Tarifjs and Trade and the Havana Charier on world Trade and 
Employment? 

Answer . — W'e do not favoui* continuation of Imperial Preferences as such but 
would however prefer trade agreements on bilateral basis with any country includ- 
ing countries of commonwealth on a reciprocal and mutually advantageous basis. 

Question 59 . — The Indian Fiscal Commission of recommended that, if the 

policy of Imperial Preference teas adopted on the lines indicated in their 
Report, its aj plication should be ^overried by the following principles : — 

(a) that no preference should be granted on any article without the approval 
of the Legislature 
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(b) thal «o preference given in any rcay shouM diminie% the prelection 

recuired by Indian industries-, , 

( 0 ) tZ preference shouU not involve on balance any apprecable econo 

On tTaZJZZZn tbat Ike Sekeme of 
Stances of the present? 

Anewer.-lM our opmion the principl^ of Ike preferences granted 

Hueslion m.-WM yon make {ZpeSively indef Ike In^ Brtlisk 

and received ’>y the provisions of Ike General 
Trade Agreement of 1931,^ mo J 
Agreement on Tariffs and 1 raoe unaer t 
(a) Zitnsion of trade, (b) CnsU>m^ revenues, to) Pnee levels of prefer 

commodities? , . . 

^nestiem 

coloTiics Oft the othcT > 

QuatUm 62.— Jn «6a( dirtSi^ Mdld u-dwwr? 

major preferred imports? exports 

etueslion 63— Is it possible to ■"'"’^PJlP^fty^ %fere„ces received by us in the U.K., 

2 l.au,er._ln view of the dUturW coition ,, 

and thereafter it is not possible - British territories, 

us in the U.K.. the Domimons and the 


Znntries and '(b) "Pl^-<^”‘-"'l'ZZples 

trate your answer wdk sonte . I,.uuaining strensth 

.4n««er.-In our opinion, these preferences do not con o . . 
on India. , i p.-f nutslioii-i, n-o'dd ifou fonnul-^ite 

Question 65.-(i) In tke ligktofyour tin exiting yr'o'" f 

your views on tke Kingdom: dd 

inces between (a) India ami the f ' d i.^ritoriesl 

Dominions, and iO India ,,, system, ivkat 

(U) if you are not m favour of continiu j 

modification, would you sugge-t- I trs, o 

ilnsuier. — In our opinion, "j' '"am-oiis t)asis w ith any I, 

relations on reciprocal and mutually ai ■ ‘ ^ the coiintru's -i) 

World. The existing system of ditions roforrc.l t.. n, t^n -t.on •>.). 

may not be continued unless they satisfy the 

Section G . 

Treatment and obligations of protected and 

'gueslion 66.-(a) Do you consider rest of die community 

from Qovemmsni owe remler therr srrvicjs? 

^as regards the manner tn which t,u j 





(b) If so, please state your views as to these, obligaiionx under the following 
heads : 

(i) price policy and price structure; (ii) wages and conditions- of ItAour; 
(iii) adoption of technological improvements; (iv) initiation of research 
in the technique of production and distribution; (v) training of apprentices 
and Government scholars and stipendiaries; (vi) control over thedistru 
huiion of the products of portected industries in certain contingencies. 

Answer. — The whole object of giving protection is to enable the industry to 
build itself on sound economic foundation and to enable it to stand foreign com* 
petition. During the period of protection, the community has to bear certmn 
burden, therefore in our opinion industry does owe an obligation to improvo 
the {Quality, to the ooat pf production and increase the quantity of production 

withhi ft reftSQnable perjodli 

(b) (i) ^otected industries should maintain economic prices and endeavour 
to reduce the cost of production. 

(ii) In our opinion, reasonable wages should be paid to laboiir*’ in protected 
industries taking into consideration (1) capacity of the industry to pay (2) the 
cost of living in the locality (3) wages in similar occupations (4) productivity of 
labour, etc. 

(iii) and (iv) The adoption of technological improvement and initiation of 
research are measures which will be of benefit to the industry. The industry should 
encourage such measures. 

(v) The protected industries should train apprentices and scholars and stipen- 
diaries, if required by the Government. 

(vi) As regards control over distribution, we are of emphatic opinion that tho 
protected industries should not be placed on a different footing as compared with 
other industries. It may be added that the experience in the past of the controlled 
distribution is very dislieartening and so we do not favour repetition of such 
controls. 

Question 67. — ^a) Is it r,ecessary to stipulate that no protected or assisted industry 

should engage in any restrictive practice in respect of (i) production 
(ii) distribution or (iii) prices? 

(b) What general principles would you suggest to regulate the right of assoda- 
tion or cembinaiion of the different units in a protected or eissisied 
indrtsiry? 

Answer. — (a) Yes. 

(b) The formation of association or combination should be encouraged so long 
as such an association is formed with a view to enforce better methods of production 
and distribution of product, to attain large scale economies and for efficient market- 
ing. But in case such an association indulges in restrictive practices, the 
Government should intervene. 


Question 68.— irowW ijou lay doum any conditions regarding the fimneial sirudun 

of the Industries receiving proieciicn? 

Answer. In our opinion, no such conditions are necessary. 

Question 69.— (a) Are you satisfied with tke present arrangements for the standardt 
zutwn and control of the quality of industrial products? In particular 
do you think that any special arrargements for the control of quality Q 
the products of protected and assisted industries are necessary? ^ 

protected or assisted indsistrie^ 
of os they may set up with the approta 
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(c) What in your view ehmdd be the elruclure and functions of 
' saiions or instUviions? Should they be professwnaUy expert bodus or 
he composed of representatives of different interests coneemed. 

iVpfoduced to meet the demand of varying taste it mil not be practicable to 
Standardize the products of cotton textile industry. 

1 ^ 1:2 

^nstrer.-It should be left to the tariff-making maclunory to prescribe such 
machinery on an ad hoc basis, in each individual case. 

-(a) Do you consider that any special adminislraine 

yon suggest? 

Answer. -Lrr owe opinion, the function should he entrusted to a special wing 
of the tariff-making machinery. 


Questwn 71. 


Section H 

Organisation, Methods and Procolure 

Question 12.— In the light of your «/ ‘"'l'''’- 

hensive policy as regards U) fiscal measures and ) ., 

Answer.-Tlte problem of p.animd^ in^™hsa,ion^wm 

e in the coming years and it will e existing adiniuistra- 


tance in the coming years and it will e that the existing 

the different Government Departments. « IP . , ^ ^ apiiears that it will be 

tive organisations may not be adequate. It tlicu tore 1 1 

necessary to reconstitute them. . oridina 

Question 73.-7/ «ol whot organisational ' 

machinery or Government deahng >r,lh the.c j 


Question 74. — 


if , 

1 .— (a) It has been suggested ^Ztiltre of a Trade and fudadna! 

prehensive organisation {partakiuQ f ^ Branclu '; to dm! u ith 

Planning Commission) subdivided it ' nlatintj to (i) tanjfn 

the Planning and execution of dr. r>o you 

(ii) othsr fiscid measures, and (m) '«>» « 

agree unth this view? 

(b)-// so, would you indicate the type or organisaticual ciort ai y> 

in mind? 

Question 75.-(a) AlUmutively, would you prefer a series of specialised ..rganisaUon„ 

dealing with these paHicular subjects. 

(b) /f so. Ao. .Ac functions of these admuudraiive org 

saiionsf 
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Question 7G.—As a jnrther aHernaiive would you fatour only one TechnicalOrgani- 

saiion dealing with Tariffs, having the other subjects to be deaU with by 

the different Ministries concerned more or less in the manner followed 
at present? 


Answer. — In our opinion, one comprehensive organisation such as the Trade 

and Industrial Planning Commission constituted (particulars as follows) would serve 
tne purpose: — 

The Commission may be sub-divided into suitable Branches dealing with 
protection, hcensing of new Industries and such other problems. 

membership of the Commi^ion may be conhned to a small number, say 
12. Chairman of the Commission and one-third members may be nominated 

by t^he Pres^ent of the Indian Union, while the rest of the members may be appoint- 
ed by the President by and with the advice of the Parliament. The ComSssion 
should have powers to take up Advisors and Assessors for particular investigations. 
It may be aided by a permanent Secretary and adequate staff to maintain conti- 
nuous information and statistical data for investigation work. 


The Chairman of the Commission may 
and co-ordination of the duties among the 
what like a Chief Justice of a High Court. 


be entrusted with the work of allocation 
members and he should function some- 


Keepmg m view the importance and magnitude of the work to be entrusted 
to the Commission, the terms, the status, emoluments and the period of appoint- 
ment of the members of the Commission should be placed on equal footing %vith the 

on I Federal Court, so that the batmen in the country may be appointed 
on It and it can be really independent of the e.xecutive. ^ ^ 


As regards protection, tl.e cases of minor importance may be assigned to a 
ain^de member who may chspose of the same like a Court of Summary Jurisdiction 
In important cases the Chairman may entrust the work to a Committee of three* 


Question 77.-]} hatever may be the structure of the Planning and co-ordination 

machinery that you may fatour, do you agree that a specialised organi. 
tanf/policyP^^ is essential to the implementation of a scientific 

Answer. Me feel tliat a specialised organisation for tariff purposes is essential 
to the implementation of a scientific tariff poUcy. ^ essential 

Question 78.~lf so, would you agree with the recommendations of the Indian Fiwnl 

sMdbZ- Commission 

(a) a permanent body of high standing, 

(1.) Covmsiing of members who are of high ability, integrity and impaHiality 

{Paragraphs 302, 309-~Chapter XVII). 

Have you got any other views on the status and structure of an appro- 
priate Tariff Board or Commission? 

An/nver. — (a) Yes. 

(b) Yes. 

Fur status and structure, refer answer to Question No. 76. 
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Answer -In our view, function of the Tu done in tuT'ui A. 

“ uad^tV^eVoM may he ti.o additional funct.ons o a 

''“^""T'^inistration of custon. law as in ^ 

2 Incidence and effects of revenue dut.es upon 

of the country. referred to the Tariff B .ard 

3. Schemes of bilateral agreement should be 

for opinion. rc'^arding trade, prices, pro- 

4. It should make continuous -^udy of data rc, 

duction etc. of each pro cf the present IruHan Tariff 

•Question 80 —Do you consider that Re.^olutions of Novemhfr i 

1945, November Jt u'hat changes would you suggest, 

to Section P) are adejuaU? If not, 

^na««r.-ln our opinion, above' should be .nade when 

^r^TLTA Xning cr,a,dsaUon of 0. 

Question «i.-(a) Do X, cUa,ujes would you suyrf 

Tariff Board, are adequate. .J 

(b) // no^. v^hat structural or orgamsaUonal r u , 

^rwteer.— Please refer to the answer to q induMn/s 

Question 82.-Dc you (Atnl- that on application by that indn-dry 

fitness for protection is - . modified. 

i sound? If not, how would you l,!. „n.t ..t..css for pro- 

47 .».aer.-In our opinion, the '"""'ll^Tndnsrry. d'l.c 

tection may bo considered on gW siiouhl also bo give, powi r.s 

Trade and Industry Planning Commissio 

inquiries in deserving cases. ^ 

<3«e.rian S3.-In any ca.e. 71": \.i' what direction^ 

and unorganised industries ^ oi tiv-. 

^.«^r.-As regards small -"'rtiving apl^- ’ ^ 

Tariff Board may hold summary powers !■. initcilo su. W i 

number of manufacturers, or may o o if^ttion far prot<ctUfn. .dmuhl 

Question 84.— Where the procedure 

the application be addressed to ^ , 

Answer.— The application for protection ^>lu>vi 

Industries Planning Commission. ,,i; ..<4.iit i'roi'> d>ir'‘ ta mah' 

Question 85.— What modifications ufould yon ^iuggi d 

a more expediliousl niotc- a<l‘lia*.'<scd to 

.4n«i«r.— In our opinion, dirc< riy a.. ! i' time 

the Trade and Industry Plannmg C . for pn-t- l U-ai. ' * • fo tUo 

investigate whether there is a / Roard .'^bould I'C <‘«*ny' . entire 

would be saved. The decision of the Prc.Hlont disa-rocs, the 

President of the Indian Union for approva . 
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question may be re-examined by another committee or the Commission who» 
decision should be final. If this procedure is adopted the work will be more expedi- 
tious. 

QtLesiion 86. — Have you any improvemerUa to suggest in the Tariff Board*s present 

toorking methods {induding the proo^ure for pubUo heaHngs)^ 

Answer. ^It may be mentioned that certain information to be submitted to 

the Tariff Board which, in the interest of the parties concerned, should not be dis^ 
closed should be kept secret and discussed in camera. ... 

Question 87.— Ho you consider that the Tariff Board's recommendations sho/uld 

normally be accepted by Government and implemented by it? 

Answer. — ^Yes. 

Question 88. — (a) Having regard to the nature of the duties and functions entrusted 

to the Tariff Board, do you consider that it should be placed on a statutory 
basis? 

(b) If so, should the statute lay down only the composition and fundions of 

the Tariff Board or also include the general principles governing tariff 
policy, the general procedure to be followed in tariff enquiries and^ the 
manner of enforcement of the obligations of protect^ or assisted 
industries? 

(c) To what extent wo\dd such statutory provisions militate against 
flexibility? How could the possible risk of rigidity in procedure and 
administration implicit in statutory protisicns, be either eliminated or 
reduced? 

Answer. — (a) Yes. 

(b) The statute should lay down the composition, and functions 
of the Industrial Planning C6mmission as well as the general principles 
governing tariff and the enquiries. 

(c) The provisions should be made broad enough to evade the 
possibility of rigidity. The Chairman may be given powers to make 
minor changes in the working of the Commission in consultation with the 

' President of the Union. 


PART n 

Fiscal Policy in relatioyi to Havana Charter on Trade and Employment and the GeneraZ 

Agreement on Tariffs and Trade. 

Tlie Havana Charter on Trade and Employment which among other things aims- 
at proniot ion and expansion of international trade by removing restrictions toereon 
was signed by 53 nations including India at Havana on March 24th 1948. The posi- 
tion at present is that the signatory countries may accept the Charter as a whole or 
reject it and po amendments can be suggested at the present stage. It would thu» 
bo observed that wo have to assess the advantages and disadvantages of the Char- 
ter as a whole in deciding upon our course of action. 

It may be mentioned that, India is yet an under-developed country and still' 
being in a formative state it is not possible to judge the nature and extent of stata 
assistance requii'ed to develop our industries. The Charter has specific provi si ons- 
in these regar<ls and it is therefr)re apprehended that the acceptance of the Chartor 
may not permit the grant of nectssi»ry assistance to our industries — ^new and ftyigti-ng - 
— in every case. Thus the disad antages of the obligations under the I. T. O. are- 
distinct while advantages from freer trade are doubtful. It may also he vWided 
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r S.‘S.'S oS: c£» -.d a. 

tions 89 to 98. , „ Uoa stated that the guiding 

A. regards G. A. T T. concoasions were 

factors taken into cons.derat.on whde pant g ^ 

respS 

"“;rl .onoess^ns skonU not res.t regarding tke 

agreement the Government should^^k^t^^^ 

meroe regarding the possibl ^ economic 

i. .h. «« »~i“ .‘.WvKEi S"—. r i- ;«s 

and political changes of ‘ "hl„ing. As such , my "a of 1U50 in 

of Ink’s foreign trade is should be rovnewed at the end 

that the entire question of tantl 
the light of new circumstances. 

Memorandum on Present Pro em f 

A At a-, ““'X"”— 

X’Sd'JsSdi ..d w» '^gt'S-T “ ""*■ "' t. 'ss”;-“ 

influence on the industry ^ablmg provided some P>',osperit> ^gj^porary 

preceded the war. The War is war-time prosperity ^'IXZitvy L 

der^ hop^ for furthe^r__ jrop become gloomy. At adopted 

Tioratio.i from wi'ich it 

lUl - 

by the Uovernmeuu vum« ^^cifinn 

may prove difficult to retrieve the posit ■ ^ appreciate the 

This background \vill enable the mmisMo 
difficulties encountered by the mdust >. rclialdditntion of the m- 

The first important probleni is 7.stm'iucd"itsclt during war ’’J"' 

dustry. The iniTustry has req.drcmcnts au.l to ,,i„erv 

war period in its efforts to meet the "’■’■■■ n'n' 'i'" ‘ ■ 'wali. 

iSth in the country. Tins has resulte 1 m b „,,,iacc,ncul m > 


product cloth of a quality wh.eh woum ^ ^ 

For these purposes, the requirements of the mdustr, . 

„ AdeU iniPO- of essentia, and up to nm.um.. . 

(ii) Adequate reserve funds to provide ior rep i„,Uistrv for the 

First we shaU deal with ^^he 

purpose. The total requirement of t - ^juiadabad m<lus . Tliese 

K^nst this, funds at ^ L are far “ dec.uate for the needs. These 

ctor^. It will be observed that these funds are tar 
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Tunda are built from depreciation and other reserves. Under the present law and 
practice depreciation allowed and written off by the industry works out at about 
4 per cent, of the block capital. This allowance has been recently liberalised by the 
Government by certain concessions such as additional allowance for triple shift wor- 
king. But we doubt whether these concessions will assist the industry to accumula- 
te necessary reserves to meet the replacement cost and charges of renewals within a 
stipulated period. This is because there has been a phenomenal rise in the prices of 
machinery and plant over the pre-war levels. The Government of India have re- 
cognised tliat the difficulty is real and the concessions allowed by them were among 
the measures to enable the industry to meet the difficulty. The following passages 
from the Finance Minister’s Budget Speech delivered on 28th February 1949 ^1 
illustrate the point : — 

Replacement costs are also higher, and there have been complaints that the 
calculation of depreciation allowance for purposes of taxation on the origi- 
nal cost of the asset involves great har(^hip. It has been suggested that 
industries should be allowed to revalue their existing fixed assets at the 
present day prices so that future depreciation allowance may be given on 
the basis of the revaluation. ITie Government of India considered this 
problem in all its aspects last October and came to the conclusion that 
while the difficulty complained of was real the solution proposed was not 
practicable. It would give no assistance to those who have immediately 
to replace their worn-out assets and there was no point in giving a 
concession to others who, at some future date, may not be required to pay 
the high prices now prevailing. It w’as, however, realised that some 
relief should be given to those who were prepared to renew and re-equip 
their capital assets immediately, in spite of the prevailing high costs. It 
was decided that for all new plant and machinery installed during the 
five years from the Ist April, 1948, depreciation allowance at double the 
ordinary rate will be allowed. It has also been decided that if by Ist 
April 1953 there is a drop in the general level of prices, the different 
between the uTitten do^^^l value of the assets and tlie corresponding 
value at the recluced price will be allowed as an additional deprecia- 
tion allowance. For existing plant and machinery it has been decided 
to grant extra depreciation allowance for increased wear and tear if 
tri[»le shifts are worked. I trust that these concessions will go a long 
way in meeting the complaints of industry in this matter. ” 

The Indian Tariff Board in their Report on Cotton Yam and Cloth Prices (1948) 
'have also admitted and endorsed the view : — 

“ It is true that in periods of stable or falling prices as well as in times of slow 
technological changes, the cost of replacement will, as a rule, be about the 
same as or less than the original cost of the block. In such cases the 
cost t>f replacement should be met out of the normal depreciation Fund. 
But in times of rising prices replacement will involve a higher cost than 
the original value of the block. Likewise, during a period of rapid tech- 
nological changes, replacement cost will be higher, for at such a time re- 
placement is not merely the installing of an identical plant but involves 
betterment ” as well, that is the use of an improved and perhaps a 

bigger plant While the normal depreciation fund should contribute 

towards \\Titing down the original cost of the block, special reserves would 
bo necessary to meet the higher cost of replacemsnt du 3 to infla- 
tionary prices and betterment of the plant. ” 

In this context it is relevant to refer to practice prevailing in England. There the 
British Government is contribuHiig 20 per cent, towards capital cost of replacement 

* ^ ^ as a measure of financial aid to stimulate thg 
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development of the industry besides aUo,ving the depreciation on the existing plant 
at its replacement value. 

It ^vm be observed that it is Jo^meet^h? actual' cost^oV replacement 

reoiation funds and other • purpose it is necessary that depreciation 

a Wato"hr:i"u,afed at the^fuff existing replacement, value of the as- 

sets. . 

Now, we shall exammr "’’POrts 

by the indnstry. Dun E the whole " ^ ‘ ‘ E^-en after the War. unport res- 

of heavy plant and is that L import of text ile machinery 

trictions have contmued , , „ital Eoods have been imported during the 

very smaU. Although a gniall percentage of tlie imports. The 

year 1948, textile °7" tort ptliev of Gm-ernment is siilijoct to frequent 

reasons are quite obvious. nf^machinery and heavy plant reipnro long- eni 

revision and changes. Imports of ‘ ^ set such programme whiili results 

planning and programme. Frequent in.Uxnd racontly the import 

Si^estricted imports of cd all of a sudden. It is difficult for the mdus- 

of Ring Frames has been totaUy st^PPe sudden changes are made. It is 

try to arrange and adjust its . industry can import its full reqiiircmen 

therefore necessary bo exempted from Import Control and should 

textUe machinery and plant should bo extiiq 

allowed free import. 

4 f vxf Td-icc to mention that the industry is 
In this connection it wiU not ^.,„.„\icals and other stores In 

consuming large quantities »»P niatoriaLs they should also bo a 

ensure smooth flow and supply 
free import. 

... 4 iw> Inereased manufacturing eosl 

New important prohlen' manutectiiring cost are : 

The principal elements that cons 


(i) Cost of raw materials and stores and 


(ti) Labour cost. 


JUl vUPv* 1 

V 4^ r* it rolcVsint to nMu nk 

attempt any broatl analysis Indian 'LV-xtUe goods 

acturing cost has risen so ‘V .^ith the pre-war priees will 

innrket. A 'IMiC pvo^)lb‘Mi 


Before we attempt any broaci that tli 

that the manufacturing cost has riseii so c ^ j ^vith 
have lost its place in the world ^ "> four tie 

indicate that the present prices h.i\ » iu<hi.strv. 

therefore become one of great omharrassment to tho 


The prices of all raw materials ana vw nimpant dunng the uis ^v .u 

siderably gone up owing to the -uc substantial import ''V'’ 

and prevalent thereafter. To add to t us ^ stores t-onsumed by tbc ne u> ■ 
by Government on imported r.aw 1 cm ■ >-' 

There is an import duty of -/2/- annas P«; * ; ,,u,oad. Tbe result is t at 

porting 60 per cent of its requirement o c , ■ . i,is to tlio mamihn t in mf_ c . . 
a hea^ bmden is imposed on the and materials wortli eroic. 

Further the industry is consuming unpor ‘ some eases 10 pc‘> “ " ' 

rupees. There is an import duty of o P^r c . . from abroad and ^ 

such imported articles. Textile machinery ■ tlie nianutaeturing ci- ■ 

subject to a similar duty and in , .'rices of foreign maehinery. It 

fdlthe more increased considering the >rifla I . and stores impose a > 

appreciated that aU such duties on essential rav' ^ 
bSdenand considerably add to tho manufacturing 
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In this connection, it may be mentioned that the Government had given an as* 
surance when the Import Duty on cotton was first levied that it will be rufundable 
in case of goods which are exported. This assurance has not materialised even 
upto this date. 

It is necessary that the Import Duty on stores and raw materials should be 
removed so that the manufacturing cost can be brought down to reasonable levels. 

There is another aspect of the problem which deserves mention. This Centre is 
an inland to^vn and as a result suffers a variety of disadvantages. It has to pay heavy 
freight charges for imported raw materials and stores. It is therefore necessary that 
this centre should be allowed concessional or special freight charges, so that, the 
manufacturing cost may go down and the centre can maintain its position vu-a-vis 
other centres. In this connection the question of cotton freight from Bombay to 
Ahraedabad deserves mention. Special freight rates were available for biinging 
foreign cotton from Bombay to Ahmedabad. The rate in January 1938 was Rs. 
-/8/6. As a result of an agreement arrived at with the B. B. and C. I. Railway the 
rate was fixed at Rs. -/9/8 for a period of three years and from 1st April 1941 it 
was raised at Rs. -/10/6. The latter enhancement was agreed to as an emergency war 
measure. The agreement provided for negotiations to revert to the rateoTRs. 
-/9/8. after the cessation of the War. In complete disregard of this agreement the 
railway has raised the rates to Rs. -/12/7 from thelstof April 1947. In spite of 
protest the rates have not been revised and restored as was agreed to. It is therefore 
necessary that the original rate of Rs. -/9/8 should be reverted to at an early date. 

Now we shall deal with tlie question of labour cost. During the recent years 
both Central and Provincial Governments have adopted and introduced schemes and 
measures of labour welfare. The working hours have been reduced. Besides, 
minimum wage ha.s been established and wages standardised. The effect has been 
a general increase in wage bill. Provision lias been made for holidays with pay to the 
iiulustrial workers. The Workmen’s state Insurance Act has imposed a further lia- 
bility on the industry. The industry welcomes these measures which are calculated 
to improve tlic working conditions and living standard of the industrial labour. Ob- 
viously the cunuilative effect of all such measures is that labour cost has consider- 
ably' increased. It was anticipated that the welfare measures will also increase the 
productivity and efficiency of workers and thereby enable the industry to maintain 
the level of manufacturing cost. But the expectations have been belied. On the 
contrary, the workers have adopted go-slow tactics and loitering during working 
hours. Absenteeism has reached a record level. The result of all this is that the 
burden of labour cost has increased all the more and the manufacturing costs Jjave 
stepped up. In this connection, it may be mentioned that there has been a further 
increase in the labour cost by the Payment of high scale of Dearness Allowance and 
ud-hoc bonuses. This centre is particularly’ hit in this behalf because it is paying 
dearness allowance at the highest rate which has no precedent or parallel elsewhere. 


The remedy wliich. we trust, Commission will agree to reduce the manufacturing 
cost which has considerably increased owing to labour cost is to introduce rationalisa- 
lion and other efficiency measures in the industry. Simultaneously' it would be to 
the benefit of the workers also. 

Tt may be pointed out in this connection that the cost of production per unit in 
the Textile iiitlustry is higher in this country than in others mainly due to the fact 
that more workers are employed here in a unit than in the countries like U. K. 
and XT. S. A. T«» cite just one example, a spinner in England minds 912 spindles and 
a (loiTer 1053 spindles as against 380 and 668 respectively here in India. It is there- 
ft>rc necessary that in order to adjust the cost of production and put the industry 
on a sounder footing rationalisation should be introduced in all departments and 
oeeupatiuns. 
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Memorandum on the ejects of partition on Cotton Textile Industry with particular 
reference to (a) Availability of Raw Materials, (6) Production and (c) Market for (he- 

finished produ^. 


It may be conceded that although the two dominions are constitutionally and 
politically divided and independent it will take some time before they can attain eco- 
nomic independence. It is in the mutual interest of both the countries if a harmonious- 
economic policy is followed and healthy trade is carried on. India is favourably 
situated in industrial development while Pakistan’s economy is predominantly ag- 
ricultural. India can cater Pakistan’s needs of industrial products and manufac- 
tured goods while Pakistan can supply its surplus of food and non-food crops. In 
this light w'e can examine and analyse the effects of partition on the cotton Textile 
industry of India under the follo\ving heads : — 

(a) AvailahiUty of Raw materials : 

During the pre-partition days, the Pakistan areas produced roughly 1*17 mil- 
lion bales as against 2 ‘27 produced within the Indian Union including Indian States. 
The output of Pakistan area thus constituted one third of the All-India total. iYom 
the consumption side, the All-India offtake of the Indian Mill Industry 
may be taken at an average of 4 million bales per year. On this basis, the raw 
cotton production of the Indian Deminion falls short of the requirements of the 
domestic mill industry by 1 *74 million bales. This is a fairly large gap and it 
would appear essential at first siglit to substantially increase the cotton acreage 
as a provision against the possible difficulties in securing our requirements of raw' cot- 
ton from Pakistan. But the alternative of increased domestic production to the 
need for importing Pakistan or other foreign cotton is not practicable. The bull; of 
cotton grown in Pakistan is long staple type of the American variety and the produc- 
tion of similar medium or long staple variet 3 ' cannot be stepped up over a short term 
bj' the Indian Dominion, the bulk of cotton acreage of which is devoted to short 
staple. Even if this reversion is permitted by the food situation the additional 
growth will be of the short staple cotton more of which is not wanted by the mill 
industry'. The situation, therefore, is that for sometime to come Indian Dominion 
will ha\ e to imiiort about 1 million bales of Americans from Pakistan. It is of course 
possible that the Indian Dominion ma\'take increased imports from Egj'pt and East 
Africa anil can reduce her dependence on Pakistan provided Foreign Exchange as 
well as the liigh prices of foreign cottons are not allowed to restrict the scope for such 
di\crsion. 


(6) Production ; 

1 he dclicicncy in the supjtly ot lung staple varictj’ cotton will have its effect on 
cloth jiroductioii. Mcilium and long staple tjqies arc quite essential for manufacture 
ot medium count cloth. Unless, tlicrid'ore, necessary supplj’ is ensured, the produc- 
tion of medium count cloth w'ili be affected and‘ the mills manufacturing this 
tj'ltc will have to oivert their production to finer counts. 

(c) Market for Jini-dicd ; 

Out of 410 coltun mills in tlie country, I.'i are in Pakistan and the rest are in the 
inclian liuon. the production ol cotton tc.xtiles in Pakistan is about 400 milUon 
yards ; as against this, tlicir cloth rccjiiircments may be estimated at about 1000 
million yards, calculating on the basis of It) yards per capita consumption. This gap 
bctuccn tlic supply and Uii' .Icmantl for cotton textiles for Pakistan is very large. 
.Supposing India has an exportable surplus, it lias a flourisliing market for its textile 
piodurts. In tins coiite.xt. it may be mentioned that before partition Punjab and 
bcngal consumed the major portion of the total offtake of cloth by the present Pakis- 

InLVv'''' ■ ^ iT'* markets for fine and fancy goods. Ahmedabad 

spcchdibcb in the production of such fancy cloth and it used to supply about 250 
millioii yards on an average pi-i year to these centres. 
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prohibitions, etc. It would be difficult to draw reliable conclusions from the existing 
kcts of foreign trade since trade has not been free but has been regulated according to 
the emergency of the War and the Post-War years. 

Question No. 5.— Our industries depend upon our agriculture for supplies of 
raw materials and for the market of their products. To the extent of which the ge- 
neral productivity of agriculture, rises, the prices of raw matenals required for 
industries will go down and thus help in the reduction of the cost of production. 
Secondlv prosperous agriculture will provide an expanding market for mdurtnal 
oroducts’and reduce the necessity of dependence of our industries on the ©report or 
the necessitv of exporting it. National market is 

secured and will therefore base our industnal progress on steady foundations and 
at least partially protect us from the wide fluctuations in the foreign triwle caused 
fy wars currency, devaluations, bi-laterial. trade agi-cements. and trade cycles. 

Onestion No. 4 . — A rapid mechanisation of our agriculture and increased mecha- 
nisation of mining will provide a substantial market for all sorts of agricultural and 
mining machinery and building materials, electricity and consequently electneal 
goods^ of all kinds and transport equipment. The provisions of modem market 
and roads wiW provide additional demand for various kinds of agricultural goods. 

Question No. 5.— There has been some expansion of protected mdustn^ m the 
inter War period but not such expansion to appreciably change the National ^^0“® 
of India. Further the expansion has not been such as to make India self-sufficient. 
We arc dependent on foreign countries for the supply of machinery and 
floods Without tliese, establishment of now mdustnes wt1\ be impossible. Ihe 
proerress during the M’orld War II has been confined to the consumers goods only 
The'" establishment of capital goods industries has not been possible. Industnal 
progress has been artificial and temporary in character and not real and permanmt. 
India lias begun to modernise her industries, but she is yet far from-bcing mdustna- 

lised. . , j . 

No. 6'.— The foUowing types of Industries are not provided m our in- 
dustrial structure, (a) (i) Machine tool industry {ii) Locomotive steamship engines 
and aero-engines manufacture (in) some basic heav^ chemicals (w) electneal equip- 
ment manufacture (r) manufacture of scientific instruments etc. 

(6) It would be difficult to be precise about our defficien. y in respect of volume 
of production. The industries noted above are virtually absent. Their production 
has^to begin from the search and has to reach a level where it satisfies all national 
needs. Regarding consumers’ goods industries one can roughly say that our cotton 
textiles, cement, railway track etc. shouhl be substantially increased. 

(o) No Industry w()uld run unless the cost structure is met by market prices; 
but if the market is artificially hulstercd up by Tariffs, high over-head and operative 
costs may be sustained artificially. These appear to have been the case in India. 
Both have to fall and this is only ■'rith great technological improvement 

and introduction of scientific management. 

(fi) We consider that the quality of management has not been much open to 
criticism thmigh .sliglit improvement is certainly possible, if it is better equipped with 
technical knowledge and more up-to-date in costing. 

(c) Supply of capital depends on reputations for sound and honest managements. 
Small concerns an- often kimwn to liave collapsed for want of capital. 

In this respect, old experionee of collapse of concerns acts as a deterrant to entry 
of new capital. .Attempts have tt* be made to reduce the mortality of existing con- 
cerns and to enable them to pay steady if not liigh diviilends. This can be done 
Ity the Go\ernment sponsored and managed industrial finance corporations. 

(/) Availability of ?au materials, fuel powers etc. After the Partition, raw ma- 
terials. like cotton, jute, hides and skins etc. arc not easily available and India have 
to import them from Pakistan atal olb.er foreign countries wliieh add to the cost of 
[)r<idiicti"n and adversely affect the targe Industry of cotton nn<l jute. These 
a. id other ran tnateriaJs ^br tie- nuimifaeriire of finislted products should be made 
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4 .U ^ noted above, while the weapon of tariff would be used by 

the Oovemment to help industries, the manipulation of exchange rates was used to 
withdraw their help. This affected all industries. 

QmstionNo. 16 . — Wo agree that normally protection should be given to an in- 
dustry if conditions laid do^\Ti by the Fiscal Commission are satisfied. But in re- 
gard to industries required for national defence this condition shmild not apply. 
This will include armaments and munitions industries and industries concerned with 
the basic reqtureraents of the population. 

Qiiesti^ No. 17. — We consider that the supplementary measure suggested by 
the Commission are not adequate. Government will have to take a more positive 
role in inalving available to the industry machinery and teclmical skill and adopt 
sort of scheme of planning and priorities. 

Question No. IS — Yes, the qualifications to the policy of descriminating protec" 
Uon as laid down by the l./egislative Assembly in 1923 did effect the policy adversely 
But tlic diverse factor which affected industrial development in India make it difficult 
for us to attribute particular results to particular causes only, for example, from 1930 
to 1939, India was suffering from very serious depression. 

Question iVo. 19 . — TJie changes set out in para. 4 regarding Government’s re- 
orientation of tlic policy arc in our opinion, sound. 

(Question No. 20 . — So far as work of implementing the quality in 1945 is con* 
'cerned, wi; feci that it is satisfactory but the general control system established by the 
'Govermnent works in stioh.a dilatory manner that the benefit of protection is largely 
lost, quotas of coal, supply of wagons, and many such things are not being attended 
to with efficiency and promptness. Hence the total effect is stagnation and even- 
tuallv loss. 


Questions 21 to 30 . — We think it is not necessary to give here all qualitative and 
quantitative changes tliat had taken place in tlie industries noted in question 22 for 
the particular sort of policy pursued by the Government, becauser ecentlv the Tariff 
Board have fully enquired about cotton textiles, iron and steel, sugar industries etc. 
iroin which all such details can be had. However, we have already .said that the 
prutcction given by tlie Government has been halting and grudging and was governed 
by the ]»olitioal coasiderations more than by the best, economic consideration con- 
cerning the well being of tlic coimtry. The actual development has been influenced 
by wliatcvcr protection was available. Exchange rates, manipulations, railway 
alignment, dopre.-sion. competitive exchange, depreciation, tariff pr.licv of the otheV 
oountnesandtlie W’orld Warll. The only industry which seems to have been 
benehtted by revenue tariff was the Sugar Industry. But even here the internal 

i^xei.se duty has in recent years equalised tlic competition of the internal and external 
supplies. 

Ab u broad conclusion, it can be said tliat protection lias not bv itself nor have 
atiicr factors caused any clianec for the iicttcr in respect of nioclianiz'ation, technolo- 
p.ca improvements, optinuim use of raw materials, suiiplv of teelinical personnel 
or skilled and semi.,sl<dled workers. It can not be said tlint tlic protection policy 
of tlie Government lias sipnilicaiitly aifeeted tlic volume, direction and composition 
ol o.ir lorcipn trade exec, it in respect of iiiiportinf: cotton textiles, iron and Steel 
and .Sugar. Our import and export policy is sucli as to affect tlie eoonotnv of the 
vimnlry a.ivcrsely, and tlienlore it re.iiiires tlioroiigli iiivestigationand modiBca- 

Oucdmiis 31 to .33. -Tt is our opinion tliat war time legislation a nd administra- 
1 ye eoatrols .slioiild nut r.,r„i a part of the permanent poiicv regarding tile deve- 
lopment ot forei.gn tra.lc and indiistrie.s even thoiigli , luring tlie war they might have 
assisted in some meiisur.. t lal development. Wa'r itself with its consequent rise in 
Jirrees was a meror in that ,lei elopment. We have alreadv said tl.at something more 
th in mere fiscal ir-xsures u ould lic- required if sound industrial development is to 
take pl.iie. Fiirtlier, too m.a li eiiipl,asia should not be laid on the devdopment of 
lureign trade tor reasons giMii in answers to the first three questions. 
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Control should he as simplified ns possible. It should not be for niore than ne- 
cessary period. Import and export policy shouM be chalked out considenng aU the 
factors in consultation with Commerce, Trade, Industries and Consumers. Before 
entering into bilateral or multilateral agreements for imports and ‘‘xports, mduBtry 
and commerce should be consulted and taken into confidence. 

The Government of India formerly restricted our trade, then issued Open General 
Licences for imports which resulted in heavy imports of consumers’ goods and un- 
wanted industrial products which drained away foreign exchange and adversely 
affected our industries like cotton textiles, healds and reeds, bobbins and such other 

industries. . 

Queeiions 35 to 40.— We agree with the view that the fiscal policy best suite 1 
to India is protection. But any protection given sliouUl be foUowci by qua" 


riven to those industries whicn wouiu evencucui\ ^ c - - 

laments. Scientific instrun>ents and Electrical Goods etc. I'™ 

course be confined to infant industries but may be extended to industries pi o 
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such protection may commence only when the new industry puts its ,,roduets m the 

market. . • <• 
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method. We agree with Part C of Question 41 wit i the pro\ isio . ' 
siderations to the achievement of quantitative and qualita P temporary 

shortest possible time. Safeguarding and anti*duuiping . * j.;o;ls mu<‘ii 
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duties with bounties are preferable. A re-classilicatioo *> l p.\rnuii t" tin- 
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vent, of tlie total employable population. Any trade agreemente entered into ough^ 
not to run counter to this objective. 

A permanent quasi Government Organisation composed of Government Officials 
-and trading and manufacturing interests should be set up to examine and advise on 
all matters of trade agreements with a view to protect the plan of industrial develop- 
ment. 

Questions 5i to o7 . — Non-fiscal measures suitable for adoption would naturally 
be concerned with the Items ‘ a ’ to ‘ g ’ enumerated in question No. 55 as well as 
with other maiteis. We feel that matters ‘ a ‘ c ‘ d ’ are matters regarding 
which a National Government can speedily take positive steps in relieving the di- 
fficulty of industries. It would not be necessary to set up any special machinery for 
these purposes. They can be dealt with, departmentally. Regarding Item 9, an 
institution like Industrial Finance Corporation would be of immense use. In ques- 
tions relating to ‘ b ‘ c ‘ f however, assistance from outside countries 
would be necessary in the initial stages. Plants and technical personnel should 
be made available even if their cost is very high. But the primary objective should 
bo to make equipment and technical skill available within the country itself. The 
provision of first class machine tool industry and a net work of Government subsidi- 
sed technical schools would answer the purposes of industrial requirements, but that 
would be in the end. In the beginning, Government can alone secure both from 
abroad. 

At present transport particularly rail transport is not quite adequate to meet the 
full requirements of the trade and industries and therefore other alternative trans- 
port system like road is being resorted to by the industries for movement of raw ma- 
terials and finished products but terminal tax/octroi duty and expansive road trans- 
port and considerably to the cost. So necessary relief should be given by asking the 
municipalities and local bodies etc. to desist fro? ' lv\ j ing such duties especially wliile 
tixe goofls are in transit and to see that the roarl transport is cheap and the rates 
of terminal tax/octroi duty should be noarinal in proportion to the value of the 
materials. 


Excise duty on. arvicles like cloth, sag .r, spirits and spirituous preparations etc. 
should be alxjlislv'd or very consid^-raMy reduced. It should not foriu the basis of 
revenue. We believe tint it was f rmorly imposed for chocking its misuse, but at 
pr sent it Ins gone out of pr.^iioriion and should be reduced, so that the industries 
nny g^'t a sjiurt in development and stand in fi/ivign competition and cost of livinc^ 
iruV'x number may also go down. 

Licence dutios.'fi;es on fictorics, spirits etc. also play a very important part in 
the development of industries. The Government should see tiuit such licence fees/ 
duti'Vi are not burikuisome on the industries. 

In all these matters, a contirnious cooperation between the Government and the 
ropres 'iilatives of Industry an<\ Trad-- is essential. A permanent body consisting of 
the representatives of both should be, tlien-fore, set up fir the purpose. 

Qupshons OS to 00 ,— Any scheme rd Tmperi.'.l or Commonwealth preference is 
nee s . inly coloured by jmlitie.d eonsiil-rations. It can not by anv means be said 
tha so-called Commonueabh con.slitutes anything like a natural economic 
unit. Gon-Kl'T.iti-.n reg irding pr, feivnces extend-d hr member-nations of Common- 
we.vi to eueii other would be lu'tur. lh (b tf rmin-d. l)y political factors. Speaking 
pur. ly on eeouomi<- grounds ue .lispo.e.. , , im* tlv.t the general principle of 
buy.iv; oho,i,,i.,si a,.,! K,-ll„.£r " -..lint,, f.f;rocments with suit- 
ed. ,■ .nchhetm,,. n l,y tl.c- viT> mat, pvl bargaining. In all 

tin.- Cnmmonwoalth .■nnsid ■r,,i,„„., nan- |,„vc Tree to our policy of 

po htiral neutrality in the conlliet betivceii worlil ,,o«er I locks, we should bargain 

a T " i' “*■ ''''•‘•'iiVT.vtions of maximum 

ill', m ' 17 '!,'" ‘ meats, liie general commercial principle 

abrivo Hhnuld be borui* i\ mind. ^ ^ 

QtcisJtons or, to 71. —Wo agree t'e'.t ,.il industries protected as well as unprotected 

niV: ' VV’i"? ' ?i eommanity. pj-ices simuld be fair, wages should be ade- 
. • ■ A r I ,t..n ... tho capacity . I me mdu.stnes to pay, conditions of labour should 
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rally helped. Apprentices a.iould ,r„toetcd industries. I’ro- 

1,1 the 

x:ny ... 

d'^d? Institution. 

Question No. 71 (c).; No. ^ .. ,,,.Tmn.nent r-nd comi'iva‘“n* 

Oueslions 72 to 55.— We ;-re in favour of . , . ,i i-.Visiri; \ rie.mung 

organisation partaking " a.“ ii„g witli differ, nt t.speets of 

>mbsion sub-divided into smtal.lo 1 .;„.,^ni^.,tion for t riff purposes 


S^^i^TVub-Jbvided ^to suitable for t nff purposes 

industrial and trade developments ib oaails of f.i- orgam-a- 

would be an important section of the .-ood d - 1 of oxinTience. 

Uie^ Minisirv- of Economic AiT-^irs 

■Rnt somethina of the character of “ . • , , .....tU The Planuma Com- 

estabUshed und.:r which Shorb term and day to diy |.rob- 

mUsion would deal with all long term , MOnisirv but tU re slmvild b<. 

S woaldb.de at with byotlwr would have 

continuous co-opiratioa between the tuo. Ih iiulusirv, Agriculturt-. Coin- 

tot'^diat. various dep.rtmcu^^^^^ 

ni.r.3. Traisp.rt anl Fi.i*an'30._ Tae ..p.r.-te aspeets of Ph.mu: -. 

8ub-divi\;d into diff.r.nt sec.ions ^ of the sections. 'Lue.se -i'.' 

Tariff qi- 3 ti>ns would h^ve t. bo en rusted to o.it 


tentative suggesvions. 

> the southern INDIA MtLLOWNERS’ AShtibtnnao.. 

PART I 
Section A(i) 

Question l.—Do you c^ider that the 

which the present Co, n, mss, on ,., « " p„„in,n, ...ally 

We consider that the in 11.2J. 

altered since the report of the last Fisca 1 M.i‘ii(U-nt N;>li«n capable of 

1. In the first place India has ipau.-trialisiition. 

formulating its own policies and plannu • a.-lU-ii of certain a;.rieul- 

2. The partition of the country eotton. 

tural products and industrial raw muUna s . ili.- e()iiitil»riuin of the 

3. Thirdly the economic bamers Jmvo f p, ibos and u m,:, s. 

country resulting in certain inflation o the fm . ^ e 

Question 2. — Will you list the principal c/mn^oh i„iii imlional ini'l' 

of {a) production, (fc) consuniptiou aiat [c) 
tural commodities.? , , ,,,w,ditics lia\ <• n..t k- i 

Wo feel that the production of agncuUural i-^.rilu r a-L-ras M.-.l hx «... 

with the increased consumption in India. ^ ^ ‘ i ,,r,. tints m width India wa^ a 

fact that, as a result of partition, many agiKu ' 'I Jh* u .'uh > t this l-a.' hryn 

surplus country has been converted into a <lc K ' ' , j j ,tr an*l oiUifU for 

our dependence on other countries for raw nmleu.ds .mK J 

two of our largest industries. ..ff.ri.d or nx /*dY/// lo ajfrt 

Qvsslion 3.— To what extent, if any, have /uoi/rbss 

in future, the pace and direction of our 


c( 

I 
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Question 4. — What are the basic improvements incur agriculture and mining that you 

would consider urgently necessary as a support for any policy of infen- 
sified induslrialisaiion'i 

As regards Agriculture, we feel that it is urgently necessary to make ourselves 
self-sufficient not only with regard to our requirements of food but also with regard 
to those raw materials which are essential for the running of our basic industries such 
as cotton and Jute. Self sufficiency in th^e will help us save foreign exchange 
particularly dollars which can be better utilised for the import of capital goods.* 
^garding minin g we feel that development of Hydro Electric Schemes are far more 
important than development of mining. For instance, the great indus^al develop- 
ment made in some areas of Southern India can be dicctly attributed to the avail- 
ability of Power from Pykara and Mettur Hydro Electric Schemes. 

Q:iestio>i 5 . — What are the main direction in which our industrial development has 

progressed since the Indian Fiscal Commission reported in J922? Please 
give your appreciation of the same. 

Considering the areas, population and needs of India as a whole, our Industrial 
development has not been appreciable except in cases such as Cotton and Sugar. 
We can say that we are almost self sufficient wth regard to our clothing and we are 
tending to become an exporting country in that respect. But with regard to the 
basic industries such as Machine Tools, Heavy Chemical and so on, we are of 
opinion that we have not made any considerable progress. 

Question 6. — To what extent do you think our industrial development still falls short 

of our essential requirements^ Would you list our main deficiencies 
under the following headsl 

(a) Lines of manufacture which you consider essential; 

All Basic Industries such as Iron & Steel, Heavy Chemicals, Machine Tools 

Agricultural Machinery etc. Secondly Defence Industries and thirdly Consumer 
Goods Industries. 


(6) Volume of production; 

The volume of production falls far short of our requirements in almost all the 
Industnes today. All efforts should be made to further production bv ereater 
incentives and increase of Technical Education. ^ ^ 


(c) & (d) Overhead and operative costs; Quality of management ; 

This will vary with the Industry concerned but we are of the view that the deve- 
thle heaT ““ dou" manufacturing costs 


(e) Su 2 >ply of Capital; 

traditionally shy in India. This has been further friehtened 
away by the high level of taxation by the Government and threat of naturlbutS 
an Industrially backward counrty, all encouragement should be given capital 

(/) Availabilily of raw material, fuel aiid poutr- 

her indus- 

to all Industries and while dfdnir q make raw material available 

oonsumer l ;;; no 1 «,at the ultimate good of the 

A. a speeihe instance de 
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Order in India today. WhU* js cont.oUc^ ‘ratr, 

ST- f:^^edt 

yarn and Cloth are rig°'°"®'yXof in^stdes With regard to foreign Cotton the 
production and retard the °”"“oo ‘e, ean'ly. P"‘" 

Lty imposed by the Government of Rb. 100 per can 

at a dis^vantage with the should be removed. As jegards 

to compste with them on equal ^ of the Governments to naticmali 

tol and Power there is a tendency 'ItFnnalisation should be to provide Power 

iStTsouree of Power, The a^m of such — 1 
at the cheapest possible rates to tl . ^vhich they con tap in at h 

not be made into revenue makmg organn^t^^ of 

to make up their revenue deficits. Any such mo^e 

industries in India. A‘'riouUurist 

There is also a tendency in India to P™‘J“^“^“trol'i(S comnu.dities" hccau.c of 
un-controUed commodities in the fact that the land may not he 

sm^tebte^to tha? TTieuTarSmrnmrny^ The^ grow^'c" sciil ial 

(g) Availability of raw material, fud and poucr: . he trained 

All possible facilities sliould PT^V'YcTuml'llcsearch Instilute.'^ flii nM 1>' 

wherever possible and of tcclinicil knowlodge and lu i> o 

started within the country for j' it;.,) stages if necessary, 

foreign Technicians should be souglit n he i n t la i tag 

(A) Supply of skilled and unsk^lled labour. ^ 

It is a well known fact that P™‘!"‘=*'°'P;f/J”;'i"''‘for industries il.at tin- scale 
any other Industrial country and it is mos if ve are to sta.al 

and ability of our labour ’^ t,, „t,ier to aeliieviii..' tins 

on a par with other industrial iV with the cot.peratimi and 

Schools should be started wherever ' j teelunical institutions on ‘J '' 

of the various industries on the one f’‘ ^ 'reparefi to cooperate AMt! 
Further, we feel that so long as labour ‘“y; Ih r mani.our ai d 

schemes of rationalisation ^rdy-r r. duein- tiu‘ et st ol pro^ 

ultimately the standard of living for la at ’* of the Government or the * 

any number of efficiency schemes un the part ol 
is not likely to bo fruitful. 

(i) EJjirAency of labour. Labour forei s. 

Answer to the above w ill help us to increa- 

, ; • f the vrr.<iint ro.^iton of small -^caU ami 

Quefstion.7—{a) Please give a countnf. 

'clttage Mustries ^n the economy of tin. . to footer 

There has been attempt on the part j]'*:^^^[^','adi Sclu me of thu 
certain uneconomical Cottage oaver. ^Vhile avc are ot the \ k ' 

Government at the expense of the 1 ub i ‘ - I • j^-orv Crafviiu:. V'mbrou ei> ■ - 

Cottage Inudstries of a specialised nature s ^r'-itUtionallv finmais. shouUl lo ' , 

Weaving and others for which India has been festering ol uneconomKal 

and should bo encouraged and we are dehm \wtter done V>y machuKrN 

and inefficient forms of manufacture w hich could 

(6) What skauldbetke and (d) .ma//-.ra/e 

(i) small-scale and cotme industries! 

and cottage indu8trv>s and large sa 
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1. To supplement Agriculture, the Cottage Industries that are started should be 
in some way allied to the main vocation and must supplement it. For example, 
Beekeeping, Animal Husbandry, Diary Farming should be given preference to 
hand-spinning or hand-weaving. 

2. The large-scale industries and small-scale industries should supplement 
each other and it should be the policy of the Government to see that there is no 
clash of intei*est between these two. 


Question S . — 


Do you think small-scale and cottage industries have a signijicant role 
to play in the economic development of our coun ry (a) un'der preseni 
circumstances and (6) in the long runt 


Section A (n) 

Quulitm y.— Phase enumerate the samlUscah and cottage industries which gou would 

like to develop — 

(o) as subsidiary to agriculture; 

(6) as supplementary to large-scale industries; 

(c) as other independent units of production. 

Question 10.— Which cottage industries you consider specially suited for export 

pur2)ose3 ? 

Question 11. —Do you consider that protection to large scale industries has in any icay 

affected small-scale and cottage industrtesl If so, please state how ana 
ivhat extent they have been so affected. 

Question 12.-— What in your view are the main handicaps from which small-fcaU and 

cottage industries suffer at present! What steps would you recommend 
for the removal of these handicaps — particularly with regard to — 

(а) the supply of raw material: 

(б) supply of technical skill; 

(c) their technique of manufacture; 

(d) their structure and organisation; 

(e) sujyply of Jinarice; 

(/) marketing facility: 

{(j) any other form of assistance; and 

(h) possible competition with large scale industries ? 

Question 1 . — steps should he taken to ensure that the interests of small-seal^ 

and cottage indxistries are safeguarded, when trade agreements 
with foreign countries arc negotiated! 

\\ ire of the opinion that small-scale and Cottage Industries have an impor- 
taiu ■ plnv in t!\e economic development of our country but they should he 

coi.li -i s])eoialisecl trades and handicrafts where individual skill and design 
and ani ■ far more important than mass production. Since India has been 

traditionally luinous in those respects, they should be developed from the point of 
veiu of not only inicrnal consumption but exports. The Government should give 
all possible lielp to the de\ elopnient of sue’ industries and we arc of the view that 
these call best he developed on the liasis of rural cooperative societies. 

If it is tiio in*ention of tlie Govcniment to give encouragement to 
Cottage liKliistries, then they shoul<l give facilities for conversion of present Hand- 
looms to Powii- Looms, uherever possible through Industrial Cooperatives. 
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Section B 

U.-TU jsct:! 

JorU^^'<on an, 

d lo make the inevitable On IheM.cmjll of 0 s bamc 

with the due develoqyment <'( an industnj sfikhuj j.roit iUon or 

principle the Com7mssion crated in parayru}/ I of Ike 

assistance shcnld aeil^fy three C’o 7 HmV.s.si'oJi recovt-mended (ho ccr- 

note. Besides tariff protect c)n satisfied that the policy 

deUdisfeom 0. poucy < 

if not, ptease ei Fiscal Comnussion, 

Wo are of the view that the Vor exanii'l<^-- 

was not fully implemented i n'vent tariff heir.- 

■cite the Indo-Japane^2r;;^o-^^»;;^^^ . ,Ve vouMhU. tn^^u^s 


d between the years -jy ^,,.irur imiK.see on ab 

lonvcntion which pre\t j. i^ye \w.uhnik» to stres 

normal low price Japanese good. ,i,c C.c.Nc.n 

A.u^4. -p.t+tiro truidunce no conven . . inu\ rlnwn. 


If ^'0. pha^e 


lltllLllaA AvA» MAAWV/ 

;; i,een iaM ... ... 

Quclion lS.-Do^yoaJ,g ' 

Refer above. 

■Question 16.— Do you agree with the s]ueif,c f iJlu.-lnj . nig ,’/ tU eon- 

that normally J’™"''''’,"'';:''" v„ U are .<aU4a.l ' 

ditions referred to ,n QuesUon 1 1 ar can 


ddrons rejerrea ,a ... ^ 

of the view that the verv f'-w ‘ f th< iu cmill 

1 by very few in.l..stries witb ' !<; „f U„- ...v.l f'T -.'I-i'' 

i^a^yvoction in the context <»f toda> -n ]>orK V luirsued by 'be t'» " ' ' ' ■' 

sation of India, we are of the view that 1-al industri. s. n .rde t- 

should be such as to give the utmost Y?*"" 'i" (^.^luUtions h>r niotectiun shun i 

achieve this, we would suggest that u . s l:.^ iU<- Natiunalintot^t u 

to whether such an i,.dustry eo..l.l .levch.p ... I-''.' 


We arc 

be satisfied „ 
claim protection 
sation of India ’ 


w wuvi.uci e>i*v,i. «va. V -- ,?,s" ft-r lh( piott etil.ri 

Question 17.-Do you consider lhal the nd^h h ( an-na^e,, n ... 

of and assistance io inclnstn * - „»</ ,, i II renct ii' d . 

Chapter VIII of tfuir lie poi >• ,tt‘ctiuii mnl n-sitmice to 

We consider that the ^ . i-' ’ 

Industries were well conceived. ^ H'd ' p,-,)viiu‘ial and Ci-ntral (iu\ i i nn i 

imposition of Excise Duty and Salestax )> 

-are serious burdens on the Industries. ^ ^ ^ ^ 

Question 18.— In a Resolution pas.sed in i'" laoU.ta.n " ]'\l 

February 1623 the b, Ha " - !■’ i" ' ' 

as the basis of Government policy J 

fications ;— („ tht o - H ' ' '^"J '’f ' 

(a) that the principle should be ^ ,„(ntloti>d in Q . 

community and to the safj (oth. Jin'incial ntu 

ib) thatiritheapjMcaiionofihis principb '^^^^ (Unirnmcni of im 

of the country, and to the a larg. ,.a,t of revenue. 

on import, export and exexs jurntious offettd the 

To what exUnt, if any do you think blu^^ ' 

the policy of discriminating protection 
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Please give your comments if possible, separately for (he foUotving sub” 
periods; (n) 19c0-3d {Hi) 1935-39. 

The policy of the Government in the past has been to use tariffs more for collec- 
tion of revenue than for the protection of indegenous industries. We are of the view 
that tariffs should be used to protect and to develop national industries and this will 
ultimately yield greater revenue to the Government than by the short sighted policy 
for using tariffs for revenue only. 

Question 19. — The changes set out in paragraph 4 of the note were made in the prtneiple 

of discriminating protection in 1945 when the interim Tariff Board was 
established. What are your views on those deviations from the original 
policy as laid down in the Indian Fiscal CommissunCs Beportl 

The deviation from the discriminating protection are an improvement on the 
original policy as laid down by the Fiscal Commission particularly clause 2(6) which 
says that protection should be given to Industry if it was found to be in the national 

interest. 

Question 20 . — Are you satisfied that this policy of 1945 is 6cin^ fully irnphmenied. 

If not, please indicate where, in your opinion, the defects in implementa^ 
tion lie. 

It is being implemented. 

Section C. 

Question 21. — Would you atempt a broad analysis of the effects of the actual policy 

pursued by the G^emment of the day on the growth and devehypment of 
our major industries under the following heads. 

(а) Capital invested in the industry (paid up). 

(б) Rated capacity. 

(c) Oulp^d. 

(d) Employment of labour (Technical de non-technical). 

(e) Wage bill (technical <t* non-lechnical). 

if) Earnings of management. 

ig) Profits earned and distributed. 

(h) Ex-works price and retail priced 

Question 22. — Would you make a detailed analysis on the above lines particularly 

in respect of the following industries 

(i) Iron and Steel (ii) Cotton Textiles (tii) Sugar (tv) Paper (v) Matches ? 

Please give your answer for the following periods. 

(а) at the time when protection was given. 

(б) in 193S-39; 

(c) in 194S-49. 

Question 23. — (a) Please indicate the significant features, if any in the structure and 

organisations of the protected and assisted industries with respect to : 

(j) the size of the units ; (ii) their location (tit) the development of cemhinations,. 

horizontal or vcrticetl; (?v) the developments of ancillary industries and 
(v) any other aspect that you may consider ii necessary to mention ; 

(6) Do you think that the form or manner m which protection or assistance has been 
given to these industries has had anything to do with these features^ 
U hich of these fcaUircs are in the interests of our economy and which nr© 
undesirable. 1 
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^ 9A Tf ^ou consider that the undersirable features mentioned, if any, «€re 

Question 24.—// you^^aer . • e:tcrctsed by Government 

tf^ inausiri^s ple.se point out snC. def.Cs or 

dejicincies. 


Question 25.- 


To what exUnt has the protection or assistance afforded to an .ndnstry 
resulted in- 


‘-'•rTr. - 



„ i;ss 

*. <! ... *“ jsai:r "* 

by the protected and assisted indistries. 

A. far as the Texti^ i^s^y m ;r 

made with the Cotton uul the Govcminont will both niiito coii- 

titute in Coimbatore to whmh the start functionin-: in tlu- lu-a, tnturo. 

tributions and it is hoped that this In. ,,r,Yrs imvnsid in the hare had 

Question 28.— Do you "/ o„r indu.^lrks 

':!%fick ion hare knoudedye or -'fx;;- ; ^ 

Except in the case of Japanese low 

in India at below cost the of ..ur bulusl.i^-s or on tin- o,.urse 

appreciable effect on the growth and dcsclopnui 

of our export and import trade. ,,r.,ud ( a 

Question 29.-{a) What ^ ^rinach r and tj^oumjddn I 

ment between J923 ami LKJ ^ ^ ^ / 

distribution of our U) impor t , ur di mikic and trad: 

(b) To what extent was the reUdi^ ' ' 

affected by this poUcy dmny tins jn ^ ^ 

Question 30.-Do you think that the "'/'I 1'',,,, adopt'd t Ho..,;. mud 

pered by the policws /I,,,',,,, ; yin 

u>ith regard to matters othc \ ;,„, '.rtanc, of Oo molt, r/,. 

Question 31.— What in your assejtsment ,s ti ^ ■„ 

in the pattern of our foreign trait, u 

{a) 1930-45 (b) 1910.10 t fyld'dir. ami (b) 

Question 32.— Would you briefly analyse ‘’"'/Jf ''' „,„,rol and n.jutatwn of 

administrative measures "''""Sj / ,,ad to a,lo,.t dnnmj lluse 
our foreign trade uir.h (M the yrondk a- d. .■.lop- 

periods on.— (a) our import exi 

ment of our industries. i.x,a.rts of either 

During the period 1939-45 the vph.n.e as It „,„esponding ly 

wholly or partly manufactured goods mcr ] he result o s 

our export of raw materials dochncd „^ favour of India. 

has been the accumulation of Sterling B 



408 

32 (6). At the end of the War, because of lack of many types of imported goods: 
which India could not procure during the war years, the Government of India aUowed 
the import of many items of consumer goods as weU as machmery to be imported 
more or less freely during this period. The net result has 

is partly an exporter of manufactured goods and an importer of certain raw materials. 

As far as the Textile Industry is concerned owing to the controls exercised by the 
Government during the War years and prohibition of exports until 
lost valuable markets in Ceylon, Burma and other places. It 

feature to note tlie Government have now revised their policy to a certam extent 
and are encouraging exports. 

Ouestion .3^ -To what exknt have these changes affected the fnr^menUd premis^ 
Quest, on .S.. ,,,„„„^ndations of the Indian Ft, ml "27-2? 

were based! Please illustrate your reply with exampl^ 

the iride or industrks with which you may be concerned or about which 

you may possess adequate knowledge. 

Since the War, local Governments have used the powers given them imder the 

to give growers an undue benefit and thus nullify the effects of protection. 

Ouesiion 34 —In the light of your analysis and appreciation what is 

Quest, on conditions to government^ 

measnks for the promotion of our trade and industry which may be 
broadly classified under the following heads : 

{a) Fiscal measures: (6) 2Ion-fiscal measures ? 

It would be difficult to assess the value of the relative importance of Fiscal and 
non fiscal measures regarding the development of Industri^. But what is essential 
is that tliere should be co-ordination between these two policies m order to inclustna- 
iLe tl J r But what we notice today is not only the lack of coorffi- 

nation between the measures adopted in these two respects but what *8 done by the 
Centre is offset by the Pruvincial Governments. A glaring example ^®‘ 

pancy is the multiple incidence of salestax even on commodities for which the con- 
trolled prices have been fixed by the Centre. 

Ouesiion 35.— Would you indicate the extent to ichich an appropriate tariff ^licy 
^ can further our foreign trade and assist in the dere/oprneni of cur indus- 

tries t 

It wouM be difficult to assess the exact extent to which an appropriate tariff 
noliev can further our foreign trade and assessed in the development to Industries. 
But we can say that an approiiriate tariff policy coupled \nth other non-fiscal 
measures can greatly assist in the development of Industries. 

QuL sfioii 30 . — What in yrmr judgement, should be the objectives of tariff policy in the 

short period' 

Till- ohjccties of the tariff policy during the period should be as follows : — 

I To iiuToaso production both Agricultural and Industrial by all possible means. 

2. To protect and <le.vclop those industries that have come into existence and 
.supi'licd our essential needs <luriiui the diffieult period of war. 

3. To help those In lustries winch can advantageously export so ae to be able to 
earn Fort ium Kxchange. 


OuiMiu>n37,—ThtmiTwriiyrepoHofike Indian Fiscal Commission 
^ the view that there should be an unqualified pronouncement 

Jiscal policy best suiUd for India is protection. Lo you agree with this . 

Question 1 8. -If so, what principles and conditions, would you lay down for rcyulatiny 
^ the grant of protection or assistance^ 

priority to be giien to any particular classes of industry. If so, please 

name the classes. r • i * 

Bearing the above mentioned principle in mind each industry or class of mdustry 

should be treated separately on its merits. , , , , / 

b^iTan industry is established or when proposals for da estabhsh- 
merit are under consideration^ 

The criterion of any protection should be as nehave mentioned before, whether 
the Industry should be estabUshed in the National interest. 

fml system^ of pool prices e.g.. the. aluminium price pool r -nch uas 
force till recently ; W ^^L^tLlucUcn 

with pre-existing agreements or c-smmitmenls) . 

tb) Which of these methods should be the normal mcthodl 

,a, Waumjou <o ZoZ): 

selecting the method of protection I 

It should be the duty of thcTariff Boanl t" a::''”";'™ 

of pool prices as they are unsuitable to the ‘ ,„.,.ec-. 

The condition to bo determined in selecting the nio I I hida^tiy on 

tion should be the good of the consumer niul the .IcMlopm. 

sound lines. 

gneeiion 42.^What should be the Oorern,r,en,-sy,,wy^^^^^^^^^ 

tion calls for only /,„v' 

from substantive prolcclicn, uh(t//<r J> 

induslriesl ,i . . 

Where the situation calls for safeguiirflinii agaiiist duinpinu l i 

restriction or a quota system should bo resorlei <». 

Question 43(a).— What place umild you aitsigu lo export dultes in lln lunf 

(b)wZZlL adoocau export control by dnties or ollo r.eis, ,/or the purp.sc 

We donotf^our the imposition of export, duties as they are likely torcs.rict 
our oxport tra<l^ and ultimately reduce produ tion. • t ut thit 

(6) As regards export of manufacture<l "li’* World Market and the 

since Bevaluation, Indian Textiles are tlio cnoaiu- t,,..xiiort and also to charge 
Government should tako this advantage and allou .Miii-. to r . i 
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T)rices comparable to those of World level without any restriction. At pr^ent th^o 
£ restriction on Mills in os much as they can only seU their goods at 8 /o over the 
ceiling rates fixed by the Government through a dealer or 10 ^ ^ 

the^foreign country. This restriction should be removed so m to enable the Mills to 
exploit the foreign markets and to earn valuable Foreign Exchange. is 

cularly so when we have to pay very high prices for our raw materials from outside 

which are uncontrolled. 

(») safeguarding the domestic consumer against critical shortages : 


Yes. 

(i») Conserving domestic supplies of raw maierials for utilisalion by domestic 
industries^ 


Yes. We would suggest that quantitative restrictions should be imposed so as 
to ensure that raw materials which are in short supply in India itself are not exported 

in any way. 

Question 44. — What fiscal measures, if any, would you recommend to enable an estab- 
lished industry to maintain its exports^ ^ 

If it is found to be in the national interest to encourage expoi^ m a particular 
Industry the Government should give all possible stimulus to such an undertekmg 
such as concessions in freight, a relief in taxation on profits earned abroad and 
as a last resort, subsidies. They should also make available stores, raw material 

etc., at the lowest possible cost. 

Question 45. — Have you any comments on the method by which the Tariff Bmrd ^ 

present fixes the quantum cj prelection (the methods of comparing the 
fair selling price of the domestic product with the landed cost of the 

imported porduct)\ 

Wo are in general agreement of the present method of comparing fair sel^g 
prices of the domestic product with the lauded product but in arriving at the fair 
selUnfT price of the domestic product due allowance should be made for the 
freight differences within India itself and also to the fact that soino units 
through no fault of their ointi ina}' not be as oflBcient as others within India itself. 

Question 4(}.^Woidd you recommend variations in duties to meet variations in import 

costs'i 


Question 47. — Where protection is to be given by tariffs, what are the consideration 

which ycu think should govern the choice between the various alternative 
forms of duty such as specific ad valorem compounds etc., 

46 and 47. — We arc of the view that preference should be given to specific 

duties. 

Question 48 . — What do you think of the utility and pr^ticabiUty of tariff quotasl 

('arcful consideration should be given to the quantity of the indigenous manu- 
facturers before making use of tariff quotas. 

Question 49 . — Would you like a minimum or a maximum duration to be laid down 

for protective mca-mresl 

A minimum duration should be laid down for an}’ protective measures and 
not the maximum one. The duration itself should vary with the Industry concerned 
and should be sufficient that the Industry to compete on equal terms with foreign 
manufacturers before protection is lifted. 

< Question 50. — Are you .■^■othjicd wilh the existing system of revenue tariff classifitation* 

If not, what are Us defects and ichat changes would you suggest! Canine 
existing system be so modified as to reduce the burden on the consumer 
without any appreciable loss of revenue to the public exchequer! 

We are of the view that the present system of Revenue classification needs a 
complete revision as many materials which were not previously regarded as materials 
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for Industrial use are now recognised as such and individual industries should be 
taken into consideration in such a revision. 

Qitestion 61 . — Having regard to : — 

(o) the future structure of our foreign trade. 

(6) the anticipations relating to the course of international trade {underlying the 
Havana Charter on Trade and Employment) and (c) the br<^t lines 
of our Industrial Policy as laid down in the Statement of the sixth April 
1948, would you attempt a formulation of the objectives of our long-term 

fiscal policyl 


The objectives of our long term fiscal policy should be : 

1. Development of the natural resources of the country through rapid Indus- 
trialisation. 

2. Attainment of self-sufficiency in the basic requirements of food and clothing 

3. The increase in the volume of export and import trade. 

Question 52.— In order to facilitate the objectives of our fiscal policy, do you think it 

ivould be necessary for Government or qi^i-Oovemment 
paHicipate in foreign trade {a) in the short period and {b) in the long 

run^ 


We wish to state, we are against participation by Govermneut 
ment institutions in any form of foreign trade. We should like to u - fi.lth 
of the faUure of attempts by the Central Government to purchase \ am and Cloth 

from the Indian Mills for sale in Pakistan the amounts relating t<> which are PJ ’ ’ 
ing and in many cases the Government have requested the . ^ , i ‘ 

back the bales. Such confusion would not have taken place if t le i< t 

left to the usual trade channels. 

Another example is the pm-chase of Sudan Cotton by 
was supplied to the Mills at an abnormal price and aftenvai< s U'- e 
found useful to spin 60s and MiUs lost heavily on this account. 

But as an alternative to Government Trade, a very 
for the Industry to purchase on a Cooperative basis Irimi o ..-suit, 

requirements of raw materials and stores so that ultimatel> t n-ipiu^. 

Question 63.— // your answer to the above question is in the 

oLemment or quasi-Govemment organisations uonbl 

What uxmld be the limits to their activities, and irhal eon - J 

would you impose on their functions^ 

It does not arise. 

Section E 

Question 64.— TAc Indian Fiscal "A 

mentary measures as an aid to the , ,1,, 

ded. Would you enumerate the j palirg both 

should now adopt in furtherance of any appwnd Ji iai j ./ 

(a) in the short period and (6) in the long perns 

Question 55.— In paHicular have you any special suggestions to mah- to how Go- 
vernment could facilitate : — , 

(а) the supply of essential industrial raw ynaterials wheri t usi are 

available in the country; 

(б) the supply of essential plant and machinery, 

(c) the supply of cheap fuel or power; 

18 of M. of Com. 
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{d) the provieian of cheap, adequate and quick transport both for the Tt^emerU 0 / 
raw and semi processed mateHals and their finished products, maoA 
available under a scheme of rationalized freight structure; 

(c) the supply of technical personnel of different grades ; 

(/) the supply of technical information about industrial methods and processee; 

(g) the supply of industrial finance, both for use as block and as working capital^ 

54 & 55. We are in general agreement with all the non-fiscal measures 
suggested therein. 

Question 56. — Ho^o and to what extent could the trade and industry co-operate with 

Government in the provision of such facilities.^ 


Question 51.— Do you think any special types of organisation would be necessa^ {a) 

to secure this cooperation between industry and trade and {b) to prov^jor 
the orderly supply of the facilities enumerated in Q. 55 or for the 
supply of such other facilities as may he considered necessary.* 

56 & 57. In 'order to facilitate greater cooperation between the Industry on the 
one side and the Government on the other, Trade and Industry should be given pro- 
tected seats in the Provincial and Central Legislature. 


Question 58 . — Whal are your general views on the subject of Imperial Prefere^e 

particularly in the light of the principles underlying the general Agree- 
ment on Tariffs and Trade and the Havana Charter on World Trade 

and Employmenil 

Question 59.— TAc Indian Fiscal Commission of 1921-22 recommend^ that, if the 

policy of Imperial Preference ivas adopted on the lines iruiicaied tn (heir 
Report, its application should be governed by the following principles : — 

(а) that no preference should be granted on any article without the approval of 

the Legislature; 

(б) that no preference given in any way should diminish the protection required 

by Indian industries; 

(c) that preference should not involve on balance any appreciable economic loss to 
India. 

On the assumption that the scheme of Imperial Preference is continued, icould you 
consider the above principles adequate'^ If not, would you formulate a 
comprehensive set of principles that may be applicable to the circum- 
stances of the presents 

58 & 59. — In view of the altered relationship between India and the other Com- 
monwealth countries the principle of preference should be judged individually on 
its merits and use it to our advantage in the formulative period of our Industries. 
But it is desirable to retain the freedom of having preferential tariff where it is neces- 
sary, if thereby the country’s trade would benefit. 


Question 60. you make a broad analysis of the effects of the preferences granted 

and received by India and U.K. respectively under Indo-British Trade 
ayntinail of 1939, as modified by the provisions of the General Agreement 
on Tariffs and Trade under the following heads. 

(a) Expansion of trade ; 

(5) Customs revenues; 


Qui '^tion 61. — PLo.--<e attempt a similar analysis in respect of the trade between India 

on the. one hand and the other Commonwealth countries and the Brilish 
c- on the ot/*cr. 
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ChiAstixm 62— In wlai dirutum and to what eoxera ao you miuK 
^ imports into India have affected the burden on Indran 

Could you attempt a quantitative assessment vnth reference to some 

major preferred imports^. 

Ouesiian 63 —Is it possible to make a similar estimate of the extent W which our 
Quesium isu ^ ^ prefererwes received by us in the U.K. 

the Dominions and the other British territories^. 

60 to 63. In view of the abnormal Wartime conditions and inflated prices it la 

difficult to make any conclusions. 

countHes and (b) non-commonwealth countnes-f If so, please i 
your answer with some examples. 

AC ii\ Jr, fhp liaht of uour replies to the above questions would you formulate 

^other Dominions and (c) India and the other British territories. 

(ii) If you are not in favour of continuing the existing system what modifica- 
tions would you suggest? 

64 & 66. In view of the Devaluation of currencies the whole question of Im- 
perial Preference should be completely re-examined. 


Section G 

L regards the manner in which they render their serr.«s^ 

(6) If so. please state your views as to these obligations under the following head. . 

(t) price policy and price .$(rac(wre , 

(ti) wages and conditions of labour, 

(Hi) adoption of technological improvements; 

ifv) Nation of research in the technique of production 

(«) training of apprentices and Government scholars 

(J) canJJi-er the distribution of the products of protects iiulustries in 

contingencies. , . i j 4i 

(o) Yes. (6) (.) V the tariffs been ^^^'^Tr^rreeUve^tgarnst any 

imports on that basis are allowed frctly it 

profiteering. - . , .4. • „ 

(ti) We fuUy recognise that 

there should be a gradual improvement m th b Indian Factories Act 1034 

welfare. In this connection there already - recent Central and l^ovincial 

Mfeguarding the interests of labour, lUdation.s Act, Minimuni 

legislative enactments in tlic form of the besides it is also contemplated 

Wages Act, Employees’ State Insurance Ac . • legislative measures 

to enact legislation for Fair Wages. In as special Icgisla- 

wiU apply I the whole field of industries, f.^ur L protected x'^st 

tion is necessary for safeguarding interests of labour in proteew^u 

!• fUfk fioverniuont to niftk© tcciuucftl 

3, 4 & 5« It should be the policy of reduce the cost of 

provemente available to the variouB industries so that they an 

production which ultimately result in the removal of protection. 
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6. should be dealt with as aiul when contingencies arise.— But contidl' 
should only be resorted in times of grave shortage and emergency. 

Queaiion 67.— {a) Id it necessary to stipulate that no protected or assisted industry should 

engage in any restrictive practice in respect of (i) production, {ii) distri- 
bution or {Hi) prices ? 

(t) What general principles would you suggest to regulate the right of associationor 
combination of the different units in a proteded or assisted industry ? 

Industries receiving protection or assistance should be discouraged from form- 
ing combines or from resorting to any deliberate curtailment of production or in- 
crease of prices. 

(6) It is impossible to lay down conditions beforehand nor it is necessary. 

Question 68. — Would you lay down any conditions regarding the financial structure of 

the industries receiving protection ? 

It will be difficult to lay down conditions regarding the financial protections. 

Question 69. — (a) Are you satisfied with the present arrangements for the standardHa- 

tion and control of the quality of industrial products^ In particular, 
do you think that any special arrangements for the control of quality of 
the products of protected and assisted industries are necessary^ 

(6) If so, would you impose this duty on the protected or assisted industries through 
suchspecialorganizationastheymay set up with the approval of Qovem- 
ment or would you set up any specxcd iyistitutions outside these industriest 

(c) What in your view should be the structure and functions of such organisations 
or instiiviicns 1 Should they be professionally expert bodies or be com- 
posed of representatives of the different interests concerned! 

We would suggest the fixation of certain minimum standards of quality parti- 
cularly for the goods that are to be exported. With any Body that may be set up 
in order to establish and to maintain these standards of quality the Industry con- 
cerned should be fully associated. 

Questicn 70. — Lo you think that the obligations should be embodied in the relevant 

statues dealing with protected or assisted industries or be left to be pres- 
cribed by the iariff-making machinery on an ad hoc basis, in each indi- 
vidual cases of an industry seeking protection or assista7ice ? 

Any applications should be left to the tariff making machinery on an basis 

in each individual cases. 

Question 71. — (a) Do you consider that any special administrative machinery is neces- 
sary to ensure that these obligations of protected and assisted ithduslries are 
duly discharged! If so, what form of administrative machinery would 
you suggest ? 

(6) Or, uxtuld you prefer that this function should be entrusted to a special vnng 
of the tar iff -making machinery or of any other existing organizatwn 1 

(c) Or, do you think that it will be necessary or desirable for Government to be 
represented on the man agement of protected or assisted industries in order 
to ensure tluii these obligations are carried out in the spirit in which they 
are conceived ? 

(a) & (6) We do not consider that any special administrative machinery is 

necessary to ensure that the obligations of protected and assisted industries are duly 
discharged. The Tariff Board should be able to watch the progress made by industries 
\yhich have been grantedprotcction and review periodically on suitable recommwid^ 
tions. 

(c) It is not desirable for the Government to be represented cm the management 
of protected or assisted industries. 
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Section H 


4yu£Stion 72 —In the light of your replies do you consider that the existing aammisira- 
Queslwn 72. ^isatiZ unit be adequate to deal with the problems of ^pU- 

menUUion that may arise out of Governtrunt s acceptance of a compre- 
U^T^olUy as regards (i) fsiil measures and (n) non-fiscal measuresl 

ZTn“e:^n7Z:te.t. ITbiZ^ *" 

74.-(a) U his ^uqqestcdjhat it wiqjd ZZlZIZal 

^^IZZTZTsIiXZ'lIZjd '1 suitabi ^rauche^^^^ ^ 

I • ^ of various measures, relating to (t) ianjjs^ (it) 

l^ZJSZ JaZTZl ^iii) ^ton.fisca, rueaeures. etc. Do you aqree 

with this view 1 , , ^ .n 

(6) If so. would you indicate the type or organizaUonal chart that you 

Question 75 .-W Alternatively would y^t prefer -^ o^^oni.dior. 

dealhig with these paHicular subjects . . . 

,6) If so, haw would you correlate the functions of these adm.n.straUve organ, sa- 

tions ? , ■ I n • 

Question '^^■—{^‘’\fY.‘’^''°!ZTlriffsZlfinT“bI“o\Z sVhjict to be dealt u-ith by the 

present ? . 

77. -Whatever ,nay be the 

tlffTJZl/TZseiU to tie irnpicneutatiou of a scientific tariff 
policy \ . 

„ „ W, .hM. .H.. 

comprehensive policy as regards fiscal a. coordma- 

cient and that appropriate ^,or<lina between' the policies ol the 

tion of these two measures but also for the would also suggest that the 

Central and the various Provincial Govorn.mud^ \ e « 

on the protection of industries. . / .• , pi^cfil 

should be '. 

(i) a permanent body of high standing and impartiality 

“""^irsr. is/.; "■■' » p”""' "“i"'-'"" 

Board or Commissiori. 

Yes. ^ ^ 

Question 79. — What in yrmr view, are the rof/naisAfon 

Do you agree with the recommendation-^ oj in 

of 1921.22 on this sul^ecti r.„Iion Tariff 

Question 80 —Do you consider that the existing ResoLlions of .Voi’Cfn6cr 

Board as laid down in the Government of the note 

mu. Newember 2r,. 1947 r««W you si^^st ? 

to Section B) are adequate ? If not, unai j 


416 

79/80. The existing functions as laid down by the Government on 3-11-1946, 
26-11-1947 and 6-8-1948 are adequate. 

Question 81. — {a) Do you consider that the Resent struclure and organisation of tJie 

Tariff Board are adequate for the discharge of the duties entrusted to it ^ 

{b) If not, what structural or organisational changes would you propose'i 

The present structure and organisation of the Tariff Board are adequate. 

/ 

Question 82. — Do you think that the present procedure under which an indyetry^s fiU 

ness for protection is considered only on application by that industry is 
sound ? If not, how ivovid you like it to he modified ? 

Yes. 

Question 83. — In any case, should the pressent procedure be modified so far as smaU 

and unorganised industries are concerned ? If so, in what direction'^ 

No. 

Question 84. — Where the procedure provides for an application for protection, should 

the application be addressed to Government or to the Tariff Board 1 

In view of the delay caused by applying to the Government and the Government 
after satisfying themselves that there is a prima facie case before recommending 
to the Tariff Board applications should be received directly by the Tariff Board 
and if they feel that there is a prima facie case then they should take up the question 
of protection. 

Question 85. — What modifications would you suggest in the present procedure to 

make it more expeditious ? 

Refer answer above. 

Question 86. — Have jok any improvements to suggest in the Tariff Board's present 

working methods {including the procedure for public hearings) ? 

No comment. 

Question 87. — Do tjou consider that the Tariff Board's recommendations should normally 

be accepted by Government and implemented by it ? 

Question 88. — (a) Having regard to the nature of the duties and functions entrusted 

to the Tariff Board, do you consider that itskould be placed on a statutory 
basis ? 

{b) If so, should the statute lay down only the coinposition and functions of the Taidff 
Board or also include the general principle governing tariff policy, the 
general procedure to be followed in tariff enquiries and the manner of 
enforcement of the obligaticriS of protected or assisted industries ? 

(c) To what extent would such statutory provisions militate against fiexibility, ? 

How could the possible risk of rigidity procedure and administration 
implicit in statutory provisions, he either eliminated or reduced 1 

(a) \es. The larifF Board must be placed on a statutory' basis. Tho 
statute should lay clown thi^ composition and functions of the Tariff Board, and the 
general prmcif)les governing Tariff Policy. But the general procedure to be followed 
m tariff enquiries and the manner of enforcement of the obligations of protected 
mdustnes should be left to the dectsioir of the Board itself. 

(c) The statutory provisions should bo framed in such a way as to allow tho 
maximum freedom to the tariff Board in their enquiry and no ri^dity in procedure 
sliould be laid down The Statute should also empower the Ministry to change the 
composition except the (. hairman as often as is necessary for the particular industries 

that are under investigation subject to the members possessing the other qulifica- 
tions already laid down by Statute. & m. 
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LUCKNOW 


M<«mrandum submUted to the Fiscal Commission Oovernmcnt of 

of the Indian National Sugar Mill Workers F^eralum [ AffihaUd 
National Trade Union Congress) by Dr. P. K. Choudhurt, Senior V 

President. 

The rapid expansion of the sugar industry in India under 
of protective assistance is undoubtedly a matter of great significance for the ^un 
tr/s industrial enterprise. In the year 1930-31 Indja had to import 9 l^khs 
tons out of its 12 Lakhs tons of sugar consumed whereas ite sueaf 

her bare demands, started thinking of exports. ptinn besides creating 

in India was onlv 1 20.000 tons in 1930-31. The tariff protection, besides creating 

a buffer wall for^the industry against foreign ^®/t^e^block 'capital 

basic working condition, a scheduled income of 10 per days 

(including tales) for a factory of 750 tons having a ^ 

Ld a relovery of 9-5 per cent. From its most .^etched ^^^^ftion 1930 31 

the industry reached its maximum h r i ^k of scientific methods 

far as the percentage of recovery is concerned producing 

of farming and climatic conditions obtained in j failed to reach 

countriesif the Pacific Ocean Area Indmn 1^ has >et 

a recovery at par with those ^Q.og in 19^42-/3 and 10-02 in 1943- 

»a :tarofTtper;eSm:L®te.y before tbe protection was given. 

Condition of mages :-Before the war the 
ker was Ra. 7/5/- a month i.c. -/4/6 per day. It in the 

1/13/9 per day in January, 1949, There has of . 4 ■ per md. 

Bugar price from Bs. 6/6/7 in 1936-37 agams P,, j ’’O/” • against cane 

to Es 35/7/- in 1947-48 against cane out at uhout U) per 

price at Rs. 1/10/- in 1948-49. The presen a „uout 60 per cent, of the sugar 

^nt.ofthesugai price. The cost of raw material .s about bU ptr ci> _ b ^ 

■ - ^ lo r 


Although no figures may possmiy oc ttvui.vv. 

makes an appreciable saving in the manufac “”'^^^*‘‘'‘,‘=,7 . T,cr md. An additionid 
price. In the year 1947-48 sugar ^^dustrv in the sugar price over 

«<“ T>c o/- r»*»r md. was allotted to tilt IIIUU5. .7 qn,,,f hus 


price, xn me year , ^ T.,ri.,c:trv 

income of Rs. 2/- per md. was allotted o block capital. That ha 

and above the scheduled profit of 10 per - . . topees to the Industry, 

fetched an extra income of about 5 Crores and 50 Lakhs oi ruj 

From the rapid development of the hv\t^vhich made the in- 
to 1945-46 it is easy to ap^aise the total 1^ although it is not possible 

vestment of such huge capitals possible. Mo accounts of the 130 sugar 

foruB to place accurate figures, a peep ® uq.viU ronvince the Commission 
factories in India which have existed since 13. * ‘ ..beadv flislributed a total 

of our submission that most of these factories i sanH- wav the total amount 

dividend of 3 to 4 hundred per cents up-to-date. ■ reached a lisure almost 

accounted for and realised as depreciation is ....r ...Mit. Tt 

• . .. ^ f • t T iTtl 


economic soundness of an industry. Ihej' ha^ \x another 

care to purchase a commodity from one marKc o ‘ yp pu i cnt. ol the 

market at a bargaining price. It is diocking o j^uecessfully 

sugar factories of India have ii.^ rmaucing hanks with whom 

slumps and crises. They stand at the 8\veet->M ^ j^bocldng to find that 

they enter into a cash credit transaction. It is a 
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while the amount realised from year to year as depreciation ought to have been 
kept reserved for the replacement of old machineries by new and up-to-date onw, 
this appears to have gradually disappeared perhaps in investments on some other 

units. 


Conditions of raw materials :-For the maximum nnW 

every industry has to be rationalised. Rationalisation does not mean 

dardlsation of the man-power. The standardisation of the 

as maximum availability of quality raw materials are also none 

The sugar factory owners have long been raising a false cry o i. + 

view to obtain permission from the Govt, to ^prpasX,ies of 

been conspicuously inactive and indifferent towards the ot er , . . 

efficiency Ld production which are up-to-date machineries 

secure quality of canes yielding maximum amount 

loading V staffs is not so much injurious to the Industry as the 

other two heads. The sugar mill owners of U.P., specially of the eastern 

now cry for shorter seasons which ultimately affects the average production of 

India as a whole but in spite of such high profits earned under ^he parental care of 

protection, the industry has not cared at all for the development 
tific lines which only could keep it alive. The immediate result of this indifferent 
has been an abnormally shorter season in the eastern distncte of b). R. and umar 
othenviae India could by this time undoubtedly stabibse her production to 1 6 

millions tons per year. 


The sugar Industry is outstandingly ill-managed which not only affects its 
economy but also its efficiency. The expenses incurred on account of wages to 
workers are comparatively low whereas the overhead charges of supervision ^d 
management are too high. The salaries of the supei^ isory Officers range irom^. 
bOO/- to Rs. 3,000/- as generally against their academic qualifications and techni- 
cal efficiency which are not in keeping with the high remuneration given them. 
The obvious reason for this appears to be the imdersirable and anti-social methods 
very often adopted bv sugar factory owmera which make it incumbent on them 
to provide personnel ‘of less technical skill at high remuneration only to aid and 
abet their corrupt practices. Really efficient technical personnel are essentially 
necessary for the enhancement of the efficiency of the industry. The remunera- 
tions of the Managing Agents or Managing Directors as salaries and also as commis- 
sion on sugar jiroduced or sold and in certain cases as a specified fairly high percen- 
tage on tile ni tt profit, take away the cream of the profit and leave comparatively 
less fair amount to be apportioned by the share-holders, workers and for floating 
the res(TYe fund. Rationalisation of the expenses of supei^'ision and management 
is of essential importance and there should be scope for efficiency — bonus to 
w’orkers as an incentive for greater technical skill. Advance budgets of the pro- 
bable expenditure of various factories allocated in different heads of account and ap- 
proveid by a pernianent composite board of technical and economic experts are 
worth a trial. The plantation industry under European management has long 
been adopting this method. 


Attitudt of the sugar mill owners and the. Sugar Syndicate . — Although with the 
thriving of the indu.stry anfl consequent multiplication of sugar factories all over 
the countrj’ specially in the U. P. and Bihar there has been an automatic expansion 
of the area under cane cultivation, the mill owners have practically failed in their 
duty of developing quality canes and their intensive production, which only 
can keep the industry alive. Moreover mul-practices have been not infrequently 
resorted to at the cost of the illeterate growers. Since the formation of the Indian 
Sugar Sviiclicate to <-rLMni?e and promote sale of sugar, utmost efforts have been 
made to keep the sugar rate at a high ebb. The monopoly and statutory recog- 
nition of the Syndicate, as the sole promoter of sales and fixation of basic prices, 
has very arlversely afl'e ‘to-l the consumers’ interest as w’ell. Moreover instances 
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are on record where the Syndicate as the guardian of the Industrialists, has tried 
to put coersive pressure on the Government on the fixation of sugar price at its con- 
venience and choice. The Syndicate has obviously tried to fee<l the vested interests 
■of its constituents totally ignoring the greater interest of the wuntry. U goes 
without any fear of contradiction that the recent freezing of stock by the (jo\ern- 
ment was an emergency created by the millowners under the protection o le 
Syndicate due to abnormal bargains at the cost of the country. A regular tu^ei 
has vet been going on for the revision of the sugar price which, according to the 
Syn^cate. ought to have been Rs. 30/4 - per ind. The crushing season m the 
eentral and western districts of the United Provinces ought to have starter! b\ the 
third week of November at the latest owing to the large vie d of sugar-cane m 
their area and the consequent necessity of crusliing canes totally before it is incon- 
venient for excessive heat of the summer season to prolong the season beyoii.l rcaso i - 
able limits. The Syndicate has undoubtedly been at the back ot 
dencies of its constituents. So the logical conclusion drawn from ‘ ‘ 

dead-lock in the industry leads to the fact that the Syndicate has ou - 

lity and should be dissolved forthwith and an and 

advisory committee composed of all interests “•'[>'['‘1 l)e lorniei p 
regulate the sale of suuar This organisation will have ds l.randies .n 


regulate me sale oi sugar. i.nis ..... ,iwtrhintion 

producing provinces and States’ Unions and push the sale am equi 

of sugar through consumers’ co-operative societies. 


■ivate Ownership \b Nalionalisation. The Vatioiu^^ 

1 this stage at which nationalisation is easily practicable, 

Union Congress which has, in its fold, the vast 


Privale 
reached 

Trade Umon i.x)ngress wmen iias, m im ■"-* ^ ..k:.,., ..«w>i..ncv in 

workers of India, feels bold to give its pledge of inaxinmm «o ^ suear tuc- 

nationalise the industry. Majority ot tlie sugai lac^ 


case the Government decides to — - • than two 

tones of India have already given dividcMids to tlie extent o a i.-ive already 

hundred per cent. So in else of those factories whose J.as 

gone at par wth the paid-up capital and the amount oompensa- 

been at par with the price of the machineries the 
tion should not arise. Others wliich have not yet reached tl . - • ^ 

quatoly compensated. 



We entertain a firm belief in 
ship. It is then only that this pre 
its own legs even without protcetiv 
all attempts to stop capitalistic bungli . 

have to be kept alive at all on behalf of the National Sug.n to Uin<Uv 

National Trade Union Congress. We voold app<-..l to l.<- 
submit its recommendation in favour ol iinrnv^liatt' na lonau* 
industry. 

Ciaim of protective assista7ice :^T\\e ■'* 


1 thf su'jar 


protective assistance for a maximum peiio<l ol 
tions : — 


ntroi should l.e.iclenni.u-d by ^ 

ard or anv other committee sm:i-..^tt.l tv 


l. The extent of Government cent 

pereonnel of the Tariff Boar 
it in case private ownersliij) i.s aHo''<‘<! to ''‘u ■ • i • tt 

H, The factories should be located in areas rnsniinu' 'uaviui II 

quality canes and having easy traii.sjK.rt facilities. 

m. Balancing of unbalanced ]»lants. i • 

IV. Improvement of manufacture by the )iro.tu ti-.n rs.>iiig 

loped and fresh canes, using 

with co-related modern units and shoit-. m. - ‘ . .nialit 

total loss of sugar in cane not more than _ p' ' ‘ 
not inferior to D27. 




V. Purchase of canes 
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through a single organisation oo-operative 

VI Fin“"nd technical control of the fa^es should he made with 
very strict scrutiny by the Government. „„llp.ttve 

card-board factories from bagasse -mTitinn and road surfadng 
sugar east for animals and human consumption and roaa ^ 

mTrirfrom molasses, fuel and manure from 

IX. Development of good ro^ ^nd their ^ ^^fo^cr^hing. 

port of cane so that fresh canes may be available lor ci™ g 

Tatu tke uumfter of^arfa^M 

wndiiionoj produchcm, from 1931-04 — ao 

No. of foe No. of foe- sugar produced In Sugar pj^oduced In f S'lndJT 

torUs In torlc5 in U. P. 

U. P. India 


Year 


1931- 32 

1932- 33 

1033- 34 

1034- 36 
1036-3C 
1930-37 
1937-3S 
1033*39 
1030-40 
1940*41 
1041-42 
1942-43 
1043-44 
1044*46 
1946*40 
1040*47 
1047-48 
1948*40 


14 

33 

00 

06 

07 
68 

08 
60 
70 
70 

70 

71 
70 
67 
67 


32 73,000 Tons. 

57 1,40,000 Tons 

112 9,74,000 Tors 

130 3,10,000 Tons 

137 6,80,000 Tons 

137 6,09.000 ions 

136 5,31, COO Tens 

130 3,20,000 Tons 

145 6,60,000 Tons 

148 6,13.300 Tons 

l.<;0 3,82.900 Tods 

150 6,12,500 Tens 

161 7,27.100 Tons 

144 6,28.00010118 

180 5,15.000 Tons 

6,25.800 Tons 
6.02.600 Tons 
6.31.870 T ons 


1,68,781 Tont 
?.00,177Tons 
4,63.965 Tons 
6,76.115 Tons 

9.32.100 Tons 
1,11,400 Tons 
9.30,700 Tons 
6,60,800 Tons 

12.41.700 Tons 

10.95.400 Tons 
7.78 100 Tons 

10.70.700 Tons 

12.16.400 Tons 

9.86.100 Tons 
12,00.000 Tons 


8.69 
8.68 
0.08 
8.50 
9.8 
9.65 
9.18 
0.14 
0.3; 
0.87 
0.87 
10.10 
9.12 
10. S2 
10. oO 

10.03 

9.83 

0.98 


8.80 
8.66 
8.80 
8.66 
9.29 
9.60 
0.38 
9.20 
9.46 
0.70 
9.60 
10.28 
10. OS 


Table showing per capita ccnaampfioa o/ aupar in varion^ countries of the worU : 


United Kingdom 
U. S. A. 

Brazil 
Australia 
France 
Germany 
Cuba 
Java . 

Japan 
Union of South Africa 
India 


106 

lbs. per 

head 

97 


99 

99 

34 

>9 

99 

99 

116 

>7 

99 

99 

52 

>> 

99 

99 

52 

if 

99 

9 * 

88 

if 

99 

99 

11 

ff 

99 

99 

33 

f> 

99 

99 

47 

>9 

99 

99 

27 

99 

99 

99 


(including 20 
lbs. gux) 


from the above table it is evident that the per capita consumption of jn 
India is the poorest of aU countries of the ivorld only 7 per cent. So there isBWCh 
scope vet for expansion of internal trade by diverting more canes to ^gar JJa^ 
tones ‘which should be competent enough to make intensive productions, in 
striking contrast to this glaring prospects there is a gradual de^ne in ^eld 

in the most suitable cane growing areas of eastern U. P. and Bih^ where 
CO factories of the country are located. We hold the total mdifference of 
millo^Tiers towar Is rlevelopment of canes in quality and quantity sol^y " 
pon^ible for this iuiponding calamity in the Industry. They have been made alter 
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begging high profits behind the shelter of protection without earning to purse the 
available source of raw materials. 

If we examine the percentage of cane used for utilised 

we find that only 25 per cent, of the total cane produced m the coimt y 

by the sugar factories as against 50 per cent, in _ts\ave been 

at all eniSuraging for the industry. It “antS more 

made to growVlity e\ne of the colmtry has 

for sugar factories only, mth the result proper attention 

toThe l^l^mrnrotquaSty® India could easily produce at least 2 inilUons 

tons of sugar. 

Lastly it is reaUy a tragedy ‘^at in spite of In^a^s,remier^^^^^^^^ 

sugar producing countries of the world an > * ^ selling at a very abnormal 

duction, sugar has been very scarce in ‘he country and s^ g ,^here 

price. The^ Govt, of India should States and 

Lgar has gone. With the partition ^ priSs and its inade- 

Pakistan’s refusal to purchase India sug xl ^ -^re reasons to apprehend that 

quate import of sugar from foreign . resourceful intermediaries at high 

w. mpbui. o. o» S..1. 

SI sssis .1 .to ..to., toll tov. ... 

doom’s day in no distant future. 

THE C. P. AND BERAB MILLOWNERS’ ASSOCIATION. NAGPUR. 

C 4.1 r’ P nnfl Berar Millowners’ Associa- 
I am directed by the Committee Ko l.Fi./A(5)/4!», duud the 

tion, Nagpur, to refer to the istut-d by the Comuii.-^H'u 

26th June 1949 forwarding a cojiy ^ ^ the scope and inirpose oi the tuturo 

and desiring the views of my Conun replies U> the questions raised under 

fiscal poUcy in generally and spcouOly. the.r rcpius to 

different sections of the Questionnaire. t 

2. At the outset. I am desired in this 

my Association is directly concerned ^ ‘ olicy of the country is threctly 

Province, in view of the fact that the ,,rif-ultiiral development ed tlie eoun* 

bound up with the general economic with the textile in- 

try as a whole, their views are not t her trade eoniiiUTee and industT> 

dustry but generally cover the entire sphere oi tin tracu. 

of the country. 


3. My Committee wish mo to ta!iitio,?o‘n ^ 

thSf^d'y w^tMi- tiic ..ope I f t.iv cuip.iry 

entrusted to the Fiscal Comndssion. „vir<Tin.s as a result ol steep tlnect 

4. Secondly, on account of the ".ipital for iudustrial and ..om- 

toxation, it has become almost impossible V' be. 'I'hat nnaiis there 
mercial projects, however sound and jvt pre.-^ent, abliough the need 

is little scope for capital formation in tli* } ^1^ gi-t aui t<'V uii eco- 

for the maximum amount of capital torma loi . ^ Htruetuiv whieh has 

nomically backward country li^® India. n ■ . J.^.^^^.ssive in its elleets 

admittedly been a lopsided one and unbalance „ in all its aspects in rela- 

on industrial development needs, therefore, to ‘ j:„„ may be evolved. 

tion to the objectives of the appropriate st l 
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5. Anothei important aspect which seems to require emphasis is in respect 
of foreign capital. Certain categorical statements made by the Ministry of Indus- 
try and Supply have legitimately given rise to fears whether the full implications 
of the policy of foreign capital vis-a-vis the fiscal policy of the country have been 
properly assessed and realised. For example, the recent statement made by 
Govejrnraont that even in the sphere of protected industries “when protection is 
conferred on a particular industry, all the units of that industry, whether Inchan- 
ownctl or not, will be automatically entitled to claim benefits of such protection** 
raises certain very pertinent issues in respect of the grant of special assistance to 
enterprises, tlie ownership and management of which are essentially in national 
hands. Foreign concerns liave already been allowed to establish themselves in 
the country and the cases of some more are understood to be under consideration. 
In this connection, my Committee would like to raise the important question as 
to whether the terms and conditions on which such foreign concerns are going to 
be allowed to be established in the country will bo in keeping with the main point 
of the Statement of Industrial Policy, viz that the major interests in ownership 
and effective control should always be in Indian hands. It should be made per- 
fectly clear that foreign capital will be treated on a footing of perfect equality in 
every respect once it is allowed to enter the country. 

6. Before proceeding to give detailed replies to the questionnaire, my Com- 
mittee would like to make the following preliminary observations on the nature 
and working of the policy of discriminating protection and the need for a complete 
reorientation in the country’s fisc<il policy calculated to encourage and promote 
rapid industrialisation to the fullest extent possible. 

Policy of Ducriminating Protection. 

7. My Committoe are <lefinitely of the view that llie policy of discriminating 
protection as enunciated by the Fiscal Commission in 1922 in what is known 
as t]»e Triple formula jroved to be disappointingly slow and ineffective, hardly 
appropriate to m<‘et the reciuirc lucnts of indiislriul development of an under-deve- 
loped and agricultural country like Indii, which will be evident from the fact that 
during nearly twenty years of t)ie operation of the policy only eight industries were 
developed or established under the shelter of protective tariffs. If a more liberal 
and vigor*)us policy were pursued, India would have achieved her industri disation 
at a much fastc^r j)ace and would not have been found unprepared as she was on 
tlic eve fd the second wcjrUl war. In view of tiie halting and half-hearted nature 
of pi’iitection given to vaTiou.s industries by Government, it will be more appro- 
priate to say that if some of tlxe industries were developed and .‘=itabiUsed during the 
period it was largely due to tlie rising nationali.st sentiment of the Indian people 
and tlie initiative and pioneering spirit of the Indian industrialists. The policy 
of protection playt'd but a limitecl jKirt, inasmuch as tlie protection given to indus- 
tries was in a large lumiber of c.-’ses esseiitinlly of a safeguarding variety. 

8. {Speaking with particular reference to tlie textile industry, it is common 
knowledge that protc(.*tioii to the industry was not immediat.ely available when 
asked for. Tiien, only a section of the itidustry, namely, yarn, was protected, 
leaving the major sceti<*n of the industry’s manufactures, namely, cloth, unpro- 
tected. Wlien at l.-ist a small measure of protection was conferred also on the 
wcuvitig section of the industry, certain other extraneous factors came into exis- 
tence, uhen neutrali.sed the effect of tluit protection. Here, the reference is to the 
depreciation which took place in the Japanese and Cliinese currencies which gave 
an oiuirnKnis fillip totliesetwo countries in their export trade vnth India. I^Tien 
at last t 

and dro 
s ili'Vii ij 
till rile 


“ounter measures were taken, India in common with the rest of the world, 
into a prolonged trade depres.sion accompanied by financial stringency 
|j in I’ommodity prices. Tliis made things difficult for the industry in con- 
ig uiul strengthening its position behind the tariff wall, and practically 
i oinniencemciit of the world war, it was impossible for the industry to 
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make any substantial improvement so far as its financial position was concerned. 

It is unnecessary to enter into what happened after tlie commencement ot the 
war, but it is txue that the wi-r gave an enormous fillip to the Indian cotton tex- 
tile industry, and helped it to improve its financial position. Wlnle the protec- 
tive tariff might have helped to keep the industry alive in the imnuMUile pre-war 
period, it was the world war which really helped it to strengthen its financial posi- 
tion. 

9. It should not, however, be understood that the industry’s present financial 
position is everything that could be desired, but it should be pointed out that 
most of the profits made by the industry in the war period were draineil oft by 
Government in the form of taxation. It is an admitted fact that during the ar 
and immediately thereafter the industry was working practically to All 

major repairs and overhauling, which necessitated a shut down of some of the ma- 
chines were postponed to avoid drop in production, and also on the ground that 
the necessary spares were not available. Replacements of capita mac ' 

almost unobtainable, and even to day whatever small quantities arc available ar 
coming in at prices which are about three to four times the P^*^**^; |,- 

industry’s mac^hinery is badly in need of replacement, rehabilitation and 
and the industry should necessarily be placed in a po-sition in ‘ _ 'p 

able to set aside Lms whicli would make good this need in the minimum number of 

years* 

10. It is a significant commentary on tlic pace of imiustrialisation <lnrmg tlie 
inter-war period tfiat on the eve of the war our industrial structure was ^ 

weak and ill-equipped inasmuch as even estal.hshcd V',,, a 

paper etc. found their supplies of essential raw and proccsst wi.'wirips reveal tlie 
stores cut off on account of the war. Absence -ibroad. nor 

precarious nature of the country’s dependence on .such -i- ^ ' i,,austrics 

had India developed metallurgical and other subbidiarj . It is ixT- 

which could meet the requirements of the e.stablishet major o vclooed durin''^ 

tinent to note that no basic or key imlustry worth the name was de^ eloped dm.n, 

the period. 

11. An explanation for this state of affair.s ;s. rlViinis^on tliat'” India 

to be found in the half-hearted and apologetic \ie« o V ^ 

for many years to come is likclj' to concentrate on the simp^ - ■ 

goods.* Another factor responsible for slowing down »c i>. py the 

of the country was the ‘ infint’ industry argument w hudi 

Commission Ld adopted by Government as a I.as.s for th ‘packward 

While the Commission accepted the argument tha ‘ .j to 

country, full of industrial potentialities, can j Z\... Unvo not oidv the 


country, full of industrial potentialities, can jusima ' „i,,, iwivo not onlv the 

meeting competition from industrially advanced conn nts. . j mnierior 

initial advanLges of an early start but also the ‘‘Z 

production technique, they Vailed to realise that tlu i, v In fact, 

backward country as a whole and not to an , -'V (.^,,iia'hring about 

instead of recommending a bold policy redressim' the balanee 

rapid industrialisation in a backward agncnltm.i < . ’ m-orection on the 

beWeen agriculture and industry, the Con.n.issMm m 

‘ infant’ industry basis, more appropriate Committee, 

for an under-developed country like Imlia. 1 his error, in rev.ulted in tlie 

vitiated the approach to the pmblem of Indian imlustnal.sat.on and rcM.ltiO 

piecemeal and restricted type of protection. 

1 .. . 


on the basis of the theory that protection : V in respect 

inaparticularindustry which were already establish , , heina developed 

of those which being mutually inter-dependent wer ‘ view the Tariff 

and should have been developed. Instead of taking a dynamic view. 


I 
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Board at times seemed to adopt a static view of the need for protection and recom- 
mended protection only for selected products within each mdustry. This na^ow 
interpretation of the principles of protection resulted m the neglect of the allied 
branches of the same industry for want of sufficient encouragement and protec- 
tion. 

13. The haphazard nature of the policy of protection is 
the recommendation of the Commission that as a rule the 

not be granted to new industries. This condition prima /acre ruled out the rase 
of potential industries, which could have been developed under the promise of a full 

fledged scheme of protection. 

14. The conditions for the grant of protection «« 

dustrial world, if a bolder and a more liberal fiscal policy uere arlopted. 

15 The Fiscal Commission laid dorvn a.s the first, condition ^ 'suclf m 

is to niialifv for protection it ‘ must he one possessing natural 
an a'>ondant supply of raw matcria^^ 

l., .A. h ...ut. 

were turned down by the Tariff Board or by Government, buch a test wnen app 

of a strong protectionist policy. 

16. The second condition, viz, that the industry must ^ whmh 
help of protection either is not likely to develop at all or is not likely . 

rapMlv as is desirable in the interests of the country , is merely cxplana^ry of the 
principles of protection and as such should have had no place m the formula. 

17 The third condition, viz, that the industry must be one ^ 

tuallv be able to face world competition without protection is 
much ns it emphasises a necessary aspect of the principle of 

infiii^trv which is likely to become a burden on the community should be protect^ 
broad national grounds. Tn fact, it should have been linked up vnth 
the flrst condition with the necessary proviso relating to the cost of an industry. 
It is necessary to bear in view an important difficulty which is likely to an^ in re - 
peot of arriving at a proper forecast as to the future cost of production Ho'';ever 
rcientifie and elaborate the method of estimating costs may he, this part of 
the function of the Tariff Boanl is likely to remain more or less a guess ^^o^k as to 
the future which is conditioned by a number of unforeseen circumstances ov 
ubioh the industry may have no control. While all the relevant factors may be 
taken into consideration, ability of the industry to face world competition eventually, 
without protection, should not he laid down as a eoiulition precedent to the grant of 

protection. 

Machinery and Procedure of the Tariff Board. 

18. As regards the machmen.-, procedure and formalities connected with the 
imnlemVntation of the policy of discriminating protection, several defects have ^en 
Tomul in actual operation. The establishment of a competent and impartial 
Tariff Board is an integial part of the scheme of discriminating protection. 
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s “:,rsi°szrr»“.a2Ss 

in avoidable delays in completmg deal of 

eeopffoAoTffie"££eJt^^^^ ^.^ferCotmlitn had 

au^esterthat the Tariff Board ;7^B„P°d"ppoil^tcdU^^ 

common knowledge that tfe pow- of he Tar.ff 

oriT rvUigate'crerofthS industries which were referred to it by Govern- 
ment. 

by industries for protection was that th a stating 

Kfnt^adrouT-bf 

inevitably resulted in loss of time and consequent dilatonness. 

, A ♦;«« rtf the Fiscal Commission that ‘the Government 

20. Again, the recommendation of whether it agrees with the 

should publish the results of the ^ J be pointed out', largely observed in its 

conclusions of the Board or not’ was. It may difficulties and which. 

breach. Industries which were by Government in 

therefore, were in need of { , ^dne in a state of animated suspension. 

respect of their decision for an inordmaUb^ „,„Hy 

^Ve^mli^pTeTbre:" rd^lror^re^ce and the hna, decision as to ti.c action 
by Government. 

21. The object of my l’- 

fects inherent m the poUcy to imidcment the same, lias been to 

Tariff Board constituted from tun failerUo promote the cause of Indian 

emphasise the fact that the policy ni i..i<l clown by tlie Fiscal Commission 

indLtrialisation and, therefore, ^ overhauled and 

in 1922 need m the altered economic d^'velop- 

restated , to suit the needs and ^^^airenun s o (^fj^^nission will have to take into 
ment. While formulating such a po y , . r q,ij. cconotnic strueturo 

consideration important factors such as P ^ . f^r example, as a conse- 

and the serious repercussions of Part'tion ^ textiles and jute, have been seriously 

quenco of partition two of our major in I • • • ^^,2 cotton and raw jute. 

affected in respect of the supply of th ' . jj ^ . reduced to the [losi- 

and from being an exporter of these raw 'u,e greatest n.>c<l of the 

tion of a net importer. In the opinion of "hV urgent problem of all- 

country is a new perspective and a trcsi J i , prograinmo ot industria- 

round industrial and economic dovelopmcn - ruJir statement on Imlustrial Policy 
lisation outlined by the Government of Iru . . India lias to make up in the 

are sufficient to indicate the tromendous ('ominittoe feel, can only bo aehioved 

direction of industrial development. J. pi ,,f i,i,instrial dovelopmont, barrmg 

by a comprehensive poUcy leaving the whole .active assistance of 

dknee industries, to private enterprise wth the necessary 

Government. policy that would be 

22. Before outlining tho general nature < , GominiUt^e would like to 

necessary for achieving the task as men^onoc ’ jnfluonee tho formulation 

refer to certain important features which arc y of capital goods and 

of our tariff poUcy. There wiU be a growing need for the impor 
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machinery, partly for the replacement of those Indus tries which had bcOT ovot- 
worked during the war time and partly for meeting the requirements of new industn» 
proposed to be established. With the development of new mdustnes contemplated 
^der the Industrial PoUcy, India wiU have to progressively reduce her expoi^ 
of raw materials as a result of increased domestic consumption of the same ana tp 
that extent our traditional pattern of trade will have to undergo a change, in^rauch 
as it will be necessary to increase the exports of manufactured and ^ocessed goo^ 
by diversifying India’s export trade and developing new markets. Tim wiU agam 
have to bo closely linked up with our need for an export trade, both with a view to 
remedying the present adverse balance of trade position and raising the purchasi^ 
power of the people of the country. This necessarily impUes that India wdl have to 
increasingly participate in international trade, subject, however, to the condition 
that the same is not detrimental to national interests. 

23. My Committee are strongly of the view that the policy of protection properly 
related to the task of industrial development alone ^vill prove to be an effective 
method of utilising the vast resources of the country in men and material tor the 
maximum production of wealth, resulting in increasing national income and en- 
hancing the taxable capacity of the people and raising the general standard oi 
living of the people. The hscal policy of the future should not merely be an instru- 
ment of industrial policy, but must be viewed as an integral part of the larger eco- 
nomic policy of the country as a whole. The situation, therefore, demands that a 
policy of full-fledged protection directly related to the country s need for rapid 
mdustrialisation must replace the halting and piecemeal policy of discriminating 
protection and the conditions and qualifications for protection which resulted m 
retarding the industrial progress of the country should be liberalised and 
simplified under the now fiscal, policy. As an industrially under-developed 
country, India should be perfectly free to make a legitimate use of protective measures, 
so as to expand production and employment at home and to raise the living standards 
of the people. Tlie protective mea-suros may bo non-fiscal such as direct assistance 
rendered by tlic State in such matters us finance, scientific research, transport etc. 
as well as of an indirect nature, in tlie form of tariffs, subsidies or bounties and 
quantitative restrictions. India as a backward country would be mainly using the 
protective measures for the rlevelopmcntal purposes and therefore should have the 
fullest freedom to utilise tlicsc measures for expanding and developing her established 
as well as new industries. 

24. The broad principles of tlie fiscal policy outlined above will necessitate 
the constitution of a new Tariff Boanl or. any other suitable machinery with ade- 
quate powers for implementing the same. The Tariff Board should be a permanent 
body vested with wide, jjowers and functions by a statute : for example, whenever 
it is' convinced that there is a prima facie case, it should be authorised to undertake 
an investigation on its own initiative in respect of the conditions of a given in- 
dustry and its specific difficulties. The Board must also have power to review from 
time to time the working of protected industries and report to Government the 
progres.s made by such industries. In my Committee’s opinion, the constitution 
of a permanent Tariff Board with adeejuate powers and functions and with necessary 
initiative and fr(*edorn will be of consitlerable assistance in accelerating the pace of 
industrial progress in the country. 


2;). iMy Committee’s detailerl replies to the various questions contained in the 
Questionnaire are given below : — 

Question 1 . — Since the Fiscal Commission reported in 1922 various factors 
suclr as national strugiiU* for attaining political freedom, great depression in 1931, 
second W'orld war, partition of the country etc. have affected the economic struc- 
ture- of the country with tlie result that a complete change in the approach of the 
problem with which the Commission is concerned has become absolutely necessary. 
The main objective of the Commission should naturally be to bring about as rapid 
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an industrialisation as possible with all such protective measures as may be necessary 
to foster and develop industiies. 

Ox>e6tion Z.— Generally speaking, the industrial developments of recent years 
have nS altered the predominant position of agriculture m the economy of tl.e 

Over a long period of years foodgrains production lias tended to remain 
^tuX stalfonLy ?n spite of the Grow More Food Campai^. In the food sector 

If the agricultural economy, there has been deterioration, the steps taken by Go- 
01 the ^ ;„,rtrnve the acreage under cultivation and production. Another 

yernment failing to ra^ove the production is the restriction in acreage 

a SF- 

“^ecTr/falf hi the acreage of cotton and jiito^^ 

after partition the 5 .^ .rnd a - 8 inUlion in 1938-39 whereas 

fqlsTt hlf bill reduced to 2 - 1 and 1-9 million, thereby indicating that our agmi- 
in 1948 It has been r respect of two of the mam commercial crops which 

cultural economy has suff P respect of international trade in agricultural 

had and have a high exp « ''hango in the tra<Utional pattern of 

commodities there has been a si^ificant ,hange^in^ 

our trade which consisted ‘ ^/-v„ oprount of war time requirements and the 

import of filtermal Consumption, the revised policy of Governmont 

rrs,;: “Si r. 

manufactured ariicles. 

Quehiou 3.-Tho mam chants in the a^iculUi.^^siiua,ion_^hkely^^ 

in a large measure the may restrict the ex|»ansioii in acreage 

importance of securmg self-suffiuc > arc used directly as raw materials 

and production of such agncultura proc ' ^ pVocess of nuundactnring industrial 

for purposes of industrial production hot ween the maxi.nuni 

prociucte. It would seem 

development of agncultuio foi Clruv'es in consumption Iiahits u-,mld iilso 

trial production set up o\er a tlius maintainin-r the pressure on 

influence the demand for in.lustrialisation may advame 

the scarce raw materials. / and raw maleriids in .-ome l asfs are 

rapidly, imports of c.ssential capital \ | • ,|p|,( iident on our capjo iiy to 

necessary and the flow of the.so 1 “ availahlo and the ralt' of our im- 

pay which again depends on oxcha i ‘,i,„„o„tation <d'the iii.lustrial programmes 
ports. From the pomt of view of the ] agrit ultural ^^ltuatlcm 

alone it would be necessary to gi%e ‘■'M’ * * the economic objectivi-s of 

in so far as both are mutually depeu.lcnt m attamm^ 

a higher standard of living aiul full cmp<)>i , *i , 

. • , ...... .wrrirultun^ sliould suhsoive the urgent 

Queslion 4 . — Basic improvements ii * /- wi.uhl .save us fo.eign exlmuge and 

needs of attaining self-.sufficipncy in too li ive a high export value w hi' li 

secondly of intensifjdng the production of crops adeciuatcly me eting the n- 

■would Increase our foreign exhaiige - ... in agririilturo would 

quirements of the local industries, ihe . X ,,f all agricultural pro- 
be to apply measures to increase the axeiage ofseientilic improvement 

ducts which is far below that of any other . /.jjt.mk-al '.ind educating the 

in seed selection, application of a, ,lomonstratiou of tractor culti- 

farmer in the latest methods of farmmg tbro ^ wa.sto lands would in- 

vatlon and use of improved implements. '^.i, reclaimed lands coukl well he ex- 
creaso the acreage under cultivation an<l tbocl crops. Any policy 

perimented upon for growing cash crops o gt^mdards 

of intensified industrialisation will not yield oto above basic reforms 

of the agricultural population aro raised and to that ei.u in 
U M. of Uom. 
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must be enforced simultaneously. In order tlmt our “^i^ed mtoteW progra^e 
may be well supported in regard to the mineral req^emente. there is neeu 
conservation and planning in utilisation of available resources. 

Q,^tion8 5 and G have been dealt with in the preUminary remarks. 

Qn^Hon 7 lu, .-Cottage and small scale intotries g“an^ -at 

of the national and rural economy • j economy- The agriculturist in 

scale industries form an essential part of om the year. He pursues 

India is not engaged in agriculUual derived^from agriLlture. 

some subsidiary occupation to . ^een in a state of decadence 

Most of the cottage and small-scale J^ar cot^ like the 

for the last many ^lecades^ During the last and with the 

handloom industry got a ^lip> but tha ^ rela-nse into the pre-war state, 

restoration of normal conditions, they are y P ^ small-scale industries 

The question of rehabilitation and regeneration ot cottage and small sea 

must be considered in a comprehensive manner. 

lb) (i) Our economy has unfortunately hitherto developed m “ 

and has' been characterised by an '-“y ^ Pf “s“ reST tCs 

and development, of the cottage s™ tok ^ gr 

of output than the cottage industries. 

Cottage and small-scale industries have played an important role in om 

national economy in the past, and even if a programme of large-scale mdustriato- 

tion is launched' there will be great scope for cottage and small-sc^e ^ 

eenm nv ^ country. By judicious adjustment, it is possible to estabhsh 

■i inutuallv'beneiicial co-operation between large-scale mdustnes on the ^an 
•ind small scale and cottage industries on the other. Cottage or small-scale form 
of iroduction is particularly suited for the better utiUsation of the local 
ami for the purpose of achieving local self-sufficiency in respect of certain types 
of essential consumer goods like cloth, agricultural implements, etc. 

Ouesthn 5 .— Whatever the pace of large-scule industrialisation, both cottage 
an<l small-scale iiulustries will have a significant role to play m the national eco- 
nomy botli from short and long term points of ^^ew. 

4 

Oncstion'i 9 and There are good prospects for many of oiir cottage indust- 
ries in the foreign markets. The expansion of export® of the cottage products would 
frive a ‘ueat .stimulus to the development of our cottage industries. 

QufMion 11 . — Protection to large-scale industries has not seriously affected 
small-scale and cottage industries. 

1 ’^- — The following are the main liandicaps from whicli our cottage 
and small-scale industries have*’ been suffering; foreign competition, lack of cheap 
and easy money faciUtit's, comparative high transport charges, low purch^ing 
power of the village p(»pnlatiou, ab.sence of marketing facilities, dearth of technician, 
lack of power uencrating machines, want of raw materials, illiteracy and taxation 
particularly municipal taxes bke octroi and terminal taxes. 


Qxieslion 13. — ^There is great scope for the products of our various cottage in- 
>dustries in foreign markets provided systematic attempts are made to intr<^uce 
them in those markets. While entering into trade agreements with foreign countries 
Crovemment should see to it that they contain provisions for the maximum offtake 
lOf our various cottage products by those countries. 

Questions 14^ 15, 16 have been dealt with in the preliminary observations. 

Question 17. — Amongst the supplementary measures recommended by the Fiscal 
C/ommission, mention may be made of the following : 

(t) Technical education. — Shortage of trained personnel had in the past caused 
difficulties in the matter of successful expansion of industries in the country. An 
efficient system of technical education is a matter of extreme importance. The 
schemes of education should be reorientated with a view to pro\iding adequate 
opportunities for mechanical and technical training. Attempt should be made to 
bring about a greater degree of co-ordination between industry and institutions 
of industrial and teclmical training. Provision should also be made for giving the 
necessary training and equipment to the craftsmen in the \illage for the development 
of cottage industries. 

(u) Railivay Rates Policy. — ^The whole railway rate structure needs to be com- 
pletely reviewed and overhauled with a \iew' to subserve the changing pattern 
of our trade, export and import, as the result of development ot domestic production 
in respect of large classes of commoflities. It is iiecessarj’ to observe that 
the newly constituted Railway Kates Tribunal is a move in the right direction, 
and it is hoped it will look into the anomalies of the present rate structure including 
internal freight differentials and evolve a national rates policy for fostering industries 
which exist and which may come into existence hereafter. The Tribuiutl w'ill also 
have to evolve a more broad based classification of goods for purpose ot rate fix- 
ing. 


(m) Measures against Dumping. — The character of protection granted to 
Indian industries was largely of a safeguarding variety calculated to tide over transi- 
tional difficulties. This was mainly due to conditions of unfair competition brought 
about by monopolies, exchange depreciations, over-production and depression ot 
world-wdo character. In spit^ of conditions of unfair competition and t!ic speci- 
fio recommendation made by the Fiscal Commission, Government rlid not provide 
any anti-dumping legislation, apart from the Safeguarding ot Industries .Act, 
which for technical reasons remained a dead letter. IIjc onl^' safeguard available 
was in the form of a protective duty or sometliing as revenue duty. The proce- 
dure adopted was not also conducive to the granting of immediate protection 
•against dumping wliich industries needed. A fairly comprehensive legislation 
must, therefore, be enacted for the purpose of meeting the dangers arising out 
■of any category of dumping. The anli-duinping legislation sliould not be mixed 
up \vith the question of protection. As to tlie procedure, necessary action shouUl 
bo taken by Government on the submission of prima facie evidence, followed 
up by a subsequent enquiry by the Tariff Board. 

Question IS (a). — Please see preliminary observations. 

Question 18 (6).— In formulating the future fiscal policy, undue emphasis sliould 
not be placed on purely revenue considerati<ms of Government, but the same 
should be related to the larger economic interests of the country us a \\Uo\v. 

Question 19. — A comparison of the terms and conilitions laid tlown by Go\era- 
ment for the Tariff Board to investigate into the <iue.stion of protection or assistance 
to war time industries in 1945 witlAhe conditions known as tlio triple formula laid 
down by the 1922 Fiscal Commiasion does show a markeil change in outlook and 
•m ^cent. It may be observed gcneraily that in the implementation of a fiscal 

•poUcy It is not merely the question of liberalising conditions ot protection but what 
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is more relevant is the spirit in which the conditions are interpreted and applied 
with a view to bring about a rapid industrial development in the country. 

Question 20 , — Although there was inordinate delay in the inquiries conducted 
by the Board initially, the delay has been minimised in the subsequent inquiries. 
Jly Committee hope that in future it will be an accepted convention with Go- 
vernment that they will notify their decision within a period of two months of the 
date of submission of the Report by the Board- 

Qniesiione 21 to 27— The Association has already replied to these questions and. 
furnished information and sources from which the relevant statistical data could 
be obtained and compiled. 

Question 28.— The revenue tariffs imposed in the past have had no appreciable 
effect in general on the growth and development of our industries and on the course 
of our export and import trade which were all determined by other extraneous 
factors. Wliile revenue tariffs have no doubt constituted an important source of 
income to Government, they have failed to have a direct or indirect influence in 
furthering our industrialisation and expansion of foreign trade. 

Question 2! . — (a) The changes noticed in the course of our foreign trade 
camiot in general be attributed to the tariff ^licy pursued by Government, al- 
though they had the negative effect of preventing the growth and development of 

i ndustries. 

(6) In a period of general contraction in trade consequent on the world depjres- 
sion it is difficult to measure tlie extent of loss or improvement noticed in our do- 
mestic trade consequent on the tariff policy of Government. 

Question 31 . — A review of the trends of foreign trade during 1939-4.5 andl 
1946-48 reveals that there has been a striking change in the composition and direc- 
tion of our external trade which has considerably altered the traditional pattern. 
It is incorrect to say that this change i.s indicative of the growing industrialisation 
of the country. Li the last two years it lias become clear that our export capacity 
falls ohorl of our import requirements and tliis has been further affected by the 
removal from our export list ctf staple exports, as jute and raw cotton, consequent 
on partition. The present jiosition in respect of external trade is one of reduced 
quantum in exjiorts of traditional items and tlie gradual loss of markets captured 
during the war and an increasing flow of imports vliieli make it difficult to main- 
tain the advantage.s gained during the war in the composition and direction of the 
trade. This is also influenced by external factors such as a gradual fall in the 
world markets compared tc» an inflated j)rice level \iithin the country. 


Question 32 . — Tlie question cover.'j various aspects of Goviri'mcnt's industrial! 
and trade policies. Analysing (he general c-fleets oii trade and industry of tlie various 
legislative and administrative measures taken to control and regulate our foreign 
trade, it is more tlian (“vident that these measures have not been successful in planning 
our foreign trades so as t(» help the growtli and development of industries. 


Question 33 . — The fundamental premises on which the Fiscal Commission,. 
1921-22, based their recommendations were that industrial development will, 
bring about new sources of wealth, encourage aeeumulation of capital, enlarge pub- 
lic revenues, provide more protitable employment for labour and reduce excessive 
dependence of the country on agriculture. These jiremises still hold good, in- 
asmuch as the country has neither fur advanced in industrial development nor her 
resources have been fully exploited. 


Question 34.— It is extremely difficult to determine the relative importance 
either of tiscal or non-fiseal measiu’es in any definite maiuier under the present-day 
conditions. Under the present state of our economy, it is necessary to combine 
both fiscal and non-fiscal measures in a judicial manner with a view to protecting: 
and developing industries. 
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Au appropriate tariff policy can largely further the expansion 
»of onr external trade hy facihtating the imports of essential raw materials, capitel 
•goods and machinery necessary for the imi)lementation of the programme of industrial 

‘development. 

Que;<ii<yn 36. — The objectives of tariff policy in the short period vnl\ neces^ily 
be governed by post-war economic situation prevailing in the country. 
should be (i) to maximise production both industrial and agricultural by all 
possible means; (ii) to protect and develop the essential war time industries as also 
a number of other industries which had come into existence during the dimcult 
period and ha\-.. helped to sustain the national economy ; and (lii) to develop and 
Issist such industries which can command an export market, so as to be able to 
adjust the present adverse balance of trade in an advantageous manner to the 

•coirntry. 

Queeiion 37„ — Yes. 

QueUion 38. — The main conditions which should govern the recommendation of 
protection by the Tariff Board should be : 

(0 that the industry is sufhciently importont from the point 

the national interest and is in need of protection or assistance , 

or 

(ill that the industry is in a position to command an adequate home market 
( 11 ) and that the burden of such protection 

or assistance to the commuiuty is not excessive. 

4bex.abV" 

be unduly restrictive and stringent but must be liboialJv 

Ouestitm 39 —Priorities will liavc to bo determined in the light of the 

policy as laid down by the Governn.ent of India in'partic ulu‘r 

need for expansion of production both agrioi for meetiiig\he basic 

on the production of capital ^ ® ^ which « HI increase th^e earnings 

needs of the people and commodities ^ . | industries can be 

•of foreign exchange of the country. Iroin this point ot mcu, nmu 

•classified in the following eatcgorie.s, viz. : 

(i) industries winch are of strategic and national „nportanee-.lefence 

dustries; 

(ii) basic and key industries whicl> are essential fhr the industrial exiavus.on 

of tlie country ; and 

(lit) all other iiulu-stries wliich mainly eomi>nse tlic consumer goods mdus 
tries. 

Question 40. — ^Ycs. , , 

w c i-K t tliiit irotet live teeliiiKlue has 

QMe.9(ion 41. — Tariffs . — In spite of Ihi * i cried tariffs yet continue 

laesumed new developments partieuUirly m i -..joiner revenue but* also as an 

to play an important part not only eeonomie life and to 

important instrument in the hands oi . auties occupy a very unpoiiant 

determine the flow of international trade. xU • +0 secure revenue to meet 

place in modern-public finance and are primari y ^ ^ .j.^ object of protecting in- 
public expenditure. Tariff duties IcMcd ^^ltl .1 ^ effective utilisation of na- 

-duetries are intended to bring about a most efluieiit anU 

liooal resources. 
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Bounty or Subsidy . — Subsidies or bounties involve either direct financial assis- 
tance or may assume the form of indirect assistance in the shape of remission of 
taxes, drawbacks of various sorts etc. The indirect assistance may be through the 
grant of long term loans or credits to the manufixcturers or exports at low rates, 
or the Government may ojffer facilities through export credit insurance schemes. 
Wliile the conditions in India may not permit too frequent use of the method of 
subsidies or bounties, in certain cases where the grant of subsidies lias been best 
calculated to protect the industry and can bo justified on grounds of national 
policy, the Tariff Board must be free to recommend such a measure if and when 
necessary. 

Pool Prices , — The pool arrangement was a war time expedient and is not sui- 
table to conditions of free market and healthy competition,. The system of pool 
prices as exemplified by the case of aluminium jjrice pool i.s not therefore favoured 
as a method of protection. 

Quantitative restrictions . — As compared to tariffs and subsidies, the use of 
quantitative rcstiictions is the most effective technique of protecting industries 
against the inroads of foreign competition as also an important instrument of com- 
mercial policy for .safeguarding the economic structure of a country during periods 
of emergency. An industrially backward country’ like India must have the fullest 
freedom to use quantitative re.striction.s botli as a defensi\ e and as a development 
measure. Ihe Tarifl Board should be free to recommend the use .of quota.s either 
singly or in comhination with tariffs, according to the needs and requirements of 
the industries and exigencies of the situation. 

Question 41 (6) and (c). — The Tariff Board mia-st be free and should be free 

to determine apj»ropriate measures of protection in each case on its own merits 
aiul may recommend such protection in any one of the forms of tariff aid, subsidy 
quota restriction or a combination of these measures, according to the needs and 
requirements of a given industry. 

Question 42 , — Please refer to reply to question 17 (iii) — measures against dum- 
ping. 


Question 43. — (a) Tlic imposition of export duties is not favoured as a gen- 
eral rule, as they fall (ui the domestic producer.s and diset.tiirage production. 

(6) Yes. In respect of such consumer goods as are found to bo in critical 
shortage, ex|,iort control may he re-sorted to in the form of cpiautitatire restrictions, 
on a careful baJaneing of the needs of domestic consumers and the requkeinents of 
maintaining our po.silit)n in the export markets. In regard to domestic supplies 
of raw materials lor utilisation of industries in the country which are in absolute 
short .supply, export of such raw materials should be proliibitcd. 

Question 4J.—An estahlislicd iiulustry mav be given an export stimulus by 
any one of the following three methods, viz. {i) subsidies, (ii) tax relief and (Hi) 
neight rehef. ^\Iulo a ilirect metliod c>f subsidy is considerccl more effective for 
stimulating exports, the same is hkely to meet with objection from importing: 
couiitrie-s. as representing unfair competition, ach ersely affecting the terms of trade. 
As an alternative torm of inducement, the profits of export trade may be taxed 
at a lower rate than the profits of homo trade. 

Question -7o.— The method generally adopted by the Tariff Board in fixing the- 
quantum of protection has been tliat of eoraputmg and comparing the faff' ex-works 
piiee or the lair selling price for the home manufacturer with the landed cost (ex- 
dut\) of the imported product. However, certain inherent difficulties have to be 
taken into consideration while adojiting the procedure. Allowance must generally 
bo given for cost due to freight differentials for transport of indigenous goSds from 

a nvC,.r Port». There is ako the practical difficulty i„ 

auuuig at accurate cost m uuuicrous cases whore particularb' soreral prod ucts a 
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jointly supplied and no system of cost amounting can work 8 ^°d' ™iot 

item with a certain degree of accu acy The cost of foreign 

become easUy compaiable to the cost of Indian "'’"“^■‘“‘"^%^‘^hrfoieien ToL 
conditions do not prevail m both the countries and He 

are distorted by fluctuations in exchange and methods of f 

counts. Nor is it always possible to base the indication of the future course ot 

prices on the basis of current import prices. The concep , r- - ^ 

adopted by the Tariff Board whicli con.sidered not only the sci ^ P 

but also tried to estimate the future fair selling of anTiiarticuU^^ 

of a representative firm and not on the actual cos o P*®' , Board took into 

efiicient management. However scientific le ■'st" • ,,n,l ,,p- 


Srtfic cost of raw materials and n.aohinery by various , 

tend to inflate prices. It is submitted hat w ide Um^ame 

in arriving at the neces.sary measure of pro - , j (.^st for caiiital 

due regard must be given to costs 

goods and equipment during war P ^ to arrive at tlie tniuiiiuini rate 

of the same. The object underlying the i ■ ,,i,„frv imt the Boiinl must also take 

of protection necessary for \^t see that protection is adetumte cnou-li 

into consideration a long term view and imist t iiat P^ ^.tftciency 

to attract capital to the inrlustry, ‘ emuntrv. Protection should 

^ ;rtv,uC 

s outp,.^ and vomcip,cm,y 

lowering the cost of production. 


commodity wlXitrsunVchar upon ‘each weight or incasuro 

per unit. The specihc dut> is i . . duties the practice is to adopt cither an 

of the commodity imported. l'\ .. u-idchevci ho higher, or a 

alternative dutj 
compound dutj 
Bubinitted that 


subniitted tba^tardr ;•al^laHon which is ass^s^lb^^^^ 

ofsxjecific and ad valorem dntK>^ ' na^i ticulirlv'^as a protective measure this 

:yrmT2guiiX Umtdcv;r:^^ 'ti.o p.oduce.. and Uie ensumev duviiig 

periods of price fluctuations 

Question 
stage betw 
in course c- 

that it does not prevent the th^ m ^ ""X; ,0 hs'utiiity, it can be nsci wM, 

it is less restrictive and moderate • ^.^,-,1:4.:, .^s a protective moasuro to sate- 

hubistrics without any serious restrictive iidluemc 

i^ctrte d:^c“d 

reasonable period so as to afford suft motectiou in the fust instance should 

Sion of tho industry. It is rcco.nincndcd that otvet . u 

be granted at least for a period pf five >ears aimiur 

to a review by the Tariff Bonnl. 
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Question 60.— The existing system of revenue tariff classification neeife a 
thorough revision. The appointment of a small expert or techmcal Committw 
to go into this question is suggested. This Committee should after SMunng the 
necessary particulars regarding the materials or products used by mdustriM m, the 
various processes, prepare a suitable method of classifying them. 

Question 61 . — ^In the context and terms of the Industrial Policy of Govern- 
ment as declared in AprU 1948, the fundamental objective of the long term 
policy should be not merely to serve as an instrument of achieving the aims of the 
above Industrial Policy but should be broad based and comprehensive to form an 
integral part of our larger economic policy- The larger economic policy of the 
country has for its ultimate objective the increase of national wealth by the maxi- 
mum exploitation of the country’s resources in industry, agriculture and man- 
power and the maintenance of a high and stable level of employment. ^ In short, 
it should, through appropriate tariff measures and other methods of direct assis- 
tance, prevent unfair competition, promote the full utilisation of the countfys 
resources and safeguard and protect the gro\vth of industries. Secondly, having 
regard to the future structure of our foreign trade, the long term fiscal policy should 
•aim at expanding our exports and imports along the altered course of trade noticed 
during the war period and also to diversify trade along new channels and to new 
markets. As to the objectives of the fiscal policy in relation to the anticipations on 
the course of international trade, it is necessary to stress that the Havana Charter 
on Trade and Employment and the obligations imposed under the Charter are likely 
to stand in the way of the development programmes of under-developed countries 
like India and the formulation of a full-fledged fiscal policy, including the adoption 
of non-fiscal measures, calculated to bring about a rapid industrialisation of the 
countr)'. 

Qxiesiion 62 — My Committee are emphatically of the view that at no stage 
either in the process of implementing their industrial policy or in the facilitating the 
objectives of their fiscal policy is it necessary for Government or quasi-Government 
institutions to participate in foreign trade, neither in the short period or in the 
long run. Tlte two issues of State participation in industry and State participation 
in trade are entirely different and the latter need not at all arise out of a policy of 
State control and management or protection awarded to an industry or industries. 
Arguments are often advanced to infer an implicit necessity for the State to en- 
<Toach upon the normal sphere of trading activities from the bilateral commitments 
♦•ntered intobetween Inrlia and certain foreign countries as well as the development 
and growth of industries under our industrml policy. Apart from the fundamental 
defects in a system of State trading it rurts coimter to the very basic principles of 
freedom of trade inlierent in the national economy of a democratic country. The 
neccs-sary incentive to that degree of initiative and officiencj’^ upon which progress 
is built up ill business undertakings will be lacking in any organisation of trade set 
up by the State. Even from the point of view of practical results, with the lack of 
necessary knowledge and traditional experience, it is doubtful whether a State 
organization can facilitate the main objective of the fiscal policy, viz. the gro>vth 
and development of industries. The result of Government participation in the 
trade of certain c-ssential article-s has alre-ady involved the country in hea\’y loss. 
My Committee, therefore, see no need or justification for the State entering the 
spluiie of trade and are opposed to State trading m any shape or form. 

Question In view of the answers to the previous question, an answer to 
this 4 uestion doc.s not arise. 

Questions 54 and 56 . — The non-fiscal measures which Government should 
adopt for implementation and furtherance of a comprehensive policy of industrial 
development may be briefly stated as under supply of essential industrial raw 
materials, plant and machinery ; cheap fuel and power ; cheap, adequate and 
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quick transport for the movement of raw, semi-processed “"'1 
technical personnel of different grades ; technical mfomiation about 
meLds and processes, and industrial finance and such °^er concisions 
cUities as may help the rapid industrial development of the country. 

SHHS 

?h— 

liaison between the industries on the one hand and Go\e 

Qri^lions 68 and 59.-lt is not VofhXeto Tevie^v the^ 

-the Imperial Preference on Indian trade in which it was hrst 

opinions on the subject. Imperial Preferen . | g i^g application has ad- 

appUed to our tariff system was 7^; now to be considered will 

versely affected our tra<le and ■ , * whether the principle as such 

be whether it should be application of tlm same wherever 

-should be accepted and provision made for \ ion of our trade and 

it is found to yield beneBcial JJJ , *. principle of Preference should be 

iudged"^ on its merits and the us^ Nation" f th"^ ^ a pre- 

a rcJipioca. and mutually advantageous 
dO m «3.-It is not feasible to exami^ 

granted and received by India on (a) expansio ^ paucitv of necessary 

!nd (c) price levels of preferred JIneied into only re- 

statistical data and the tact that (.^tablished in the intcrnul economy 

cently. It is only when normal condition. . . ' ‘ time economic factors 

■of the countries and the flow of trade is f c ( ri ofl'ects of prcfcrciK-es to know 

that it would be profitable to correctly evaluate the <flects ot p.ci 

the a<lvantnges or disadvantages thereof. 

Question fi-f.-Prcfercnces are not ^ I'li'ey can 

India vis-a-vis the United Ijv tho relative importance 

confer only certain mutual economic iulvan i g i-xciiangc prcferciKcs. 

of the commodities or articles on " ..vist ince of preferences with the 

In respect of non-Commonwealth ‘ strcnirth if there are com- 

United Kingdom may possibU r (, 1 ? would like to import in large 

modities with them which India is badly m nee<l of 01 wonlct i.kc i 

quantities. 1 ♦ 

Question fi5.— The desirability of continuing the terri- 

India and U. K.. India and the 

tones will largely depend on the utlvantagcs Coimmuiwealtli countries are 

Inasmuch as preferences in general with ;• ' countries, they 

likely to reduce our bargaining strength wi - seriously affect our trade 

should be continued only to the extent that . gliould be subject to perio- 

with other countries outside the Comrnon.voalth. 11k> sliouui 

dical revision and modification. industries receiving protection 

QueHion 66.— It is generally reciprocal obligations to the com- 
er assistance from Go^e^nnl^ent un.lertakes willingly to accept the 

ZQunity as a whole, inasmuch os the latu-r 
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burdens consequent upon the protection granted to industries. Such industnes 
must tlierefore seek to achieve substantial progress by reducing costs resulting from 
the application of research in the technique of production, expansion in the size of 
operations and such other factors which contribute to economies in the pro- 
cess of maniifactme. TJiey have also a general obligation to other ancillary indus- 
tries and services. 

(h) (t) The regulation of price policy and price structure of an industry is an 
extremely comi)lex mechanism and under normal circumstances no attempt should 
be made to interfere ^rith the price structure of an industrj', as it is determined by 
factors affecting general price level as a,lso price levels of other industries which are 
related to the protected industry. 

(ii) With the progressive development of industries, there should be a gradual 
improvement in the living conditions of labour and in their welfare. Recent Govern- 
ment legislation amply provides for such an improvement, and since these legisla** 
tive measures will apply to the whole field of industries, no special legislation is 
necessary for safeguarding interests of labour in protected industries. 

(Hi) and (iv) Thi.s has been dealt with in answers to questions 54 and 55. 

(i’) Protected industries should undertake the trainuig of apprentices and 
Government scliolais and stipendiaries to the extent to which there i.s scoyje and 
capacity for the same. 

Question 67 . — The formation of monopolistic combines which are likely to 
puj-sue policies resulting in the adoption of restrictive practices in regard to pro- 
duction, distribution or prices, methods which arc likely to prove harmful to the 
interests of tlie oomnuinity as a whole should necessarily be discouraged. The for- 
mation of associations which are not intended to be monopolistic in character but 
have the lu iinary object of regulating sales and distribution in a cheap and economic 
inaiuK-r should, huucver, be pernnssible. 

Question OS . — The financial structure of the industries under protection must 
adniiitcilly be Ijascd on sound lines, and since the same is likely to be considered 
by the Taritf Board while exauiining the cases of industries seeking protection, 
it is not necessary to lay down specific conditions regarding it. 


Qur.-<tion Of ). — It is not necessary to make an}- special arrangement for the 
contrf>l of fpiality of tlie products of the protected industries, as tlio Indian Stan- 
dards Institution is understood to be functioning to attain the same objective. 


Qiusiion 70. — The ulfiiirations should not be embodied in relative statutes 
dealing witli protected or assisted industries. This sliould be left to be prescribed 
by the tariff in.akiiig machinery <ai an nd hoc basis in each individual case of in- 
dustry seeking pf()teeli<in or assistaiiee. 

Question 71 . — No special administrative machinery is necessary for imple- 
nientiiig the ohligations protectoil and assisted industries. This function should 
be entrusted to the special w inii of the tariff makinsj machinerv. 


Ouestion 72-77. — The existing administrative organisation will not be ade- 
quate to deal witli the problems of implementation that may arise out of Govern- 
ment's acceptance t>f a comprehensive policy a.s regards (/) fiscal measures, and 
{ii] nnii.fis{*al nu’asures. Tlie fiscal, commercial and industrial aspects of every 
proposal will not only rec|uire the most carefid scrutiny and examination, but may 
also necessitate teclmioal inquiries in a i\umber of cases. Tliis aspect should be 
eufnisted to an independent authoritative body like a .statutory Tariff Board which 
alone cau take a broad and comi>rchensive view of the economic de\ elopmeut of the 
country as a whole and recommeml for the implementation of such fiscal and 

. acilieve tho objective of balanced indxistrial 
1 » implies that the scop<‘ and functions of the Tariff 
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Board rviU have to be considerably enlarged 

will have to be effected for the pnrpose. The eupre me 

appointment of Committees or Commissi j forniulated under the 

gSnime of industriaUsation and execution of tlie nature of a 

fame. As to the suggestion tliat a comprehensi suitable branches to 

Trade and Industrial Planmng s relating to tariffs, other fiscal 

deal with planning and execution of various me* * Committee are of 

measures and non-fiscal measures be set up ^ P entrusted to the Tra.le 

the opinion that while the function of plmm,ngjna>^^b^ 

and Industrial Planmng Commission, ‘ ,,oliev sliould be entrusted to a spe- 
sary, the function of imiilementmg le ■ Board It is also suagested that 

ciaied organis^ition like the statuto^^ 

a technical organisation coinpnsing ot differ of in.lustries, trade and 

tions, specialised investigations m respect . of relevant statistics, and 

commerce, various aspects ot tarifis an<l *' Board to assist it at every stage 

costs accounts, should he attache 1 to tlm Tar.lT BoarO. 

Question ys.— (i) Tlie Tantr Boar.l siicmld tlie Tariff 

with its powers and hi*Jtt*ons clearly cei^. attract competent men 

Board will not only confer on it high ^ addition, a permanent statutory 

of abiUty and integrity to serve the Boar h for efficient and 

Board ’ uall ensure consistency and '^o*itinu t 3 \,oards, which were appointed 

speedy despatch of work, ^ .laimf for protection, 

from time to time for uivest.gating^ tke ^y^nity, of iutegiaty 

(ii) The membei-s of the Tarift ; /seeing a knowledge of economics 

and of impartiality, ..ther <h‘SJrable qualilua i t ^ y riiould consist of 

and a practical accpiaintance with ‘\«;^!"tenurc of office being ordinaiily 

a Chairman and a mimmum of o “’^m {..eanacitv, niisbeliavioi.r or an aet 

five years, members being ^movable ^ , m. ve\wo'repie?outatives of trac.e. 

of moral turpitude. The Board shm.ld id o „^,y I e 

commerce and industry «’sms.oi.. should be ensured that iwo-tluid- 

excluded from hohUng office on 

of the inemhers slioulcl be mdcpciulon ‘ ^uflick-ntlv wide power 

Quespon 7i?.-TIie Tariff Board sheudd ba- one^ itIlf-Mvk ‘under certain. 

so as to be able to imd<Ttake Hi\eMig.- loi . j.(,tt.tted industries Iri m time to 

oircunu^tances and even review^ the I Mfivisorv body in character and the 

time. Wl.ile llLC Boaicl yoijia 1«' ".'iV,"'-' ■„ (bA.'rnmcnl, Ha- range nl 1 <>vrr.- 
powers of i\nvA decision sliould Uiitui<^ ^ eianravhcu^^ivr. It iua\ ^ ^ ^ 

and functions entrusted to it shouU. he w ^ J ‘ . j, p'i-cal (V minij-su'n in Ib-l- — 

served that the rccomincncbitioiis nii‘de ’> p , uiercly o>uiiu.e thcnu'chi -s 

as to the appropriate ft:nclion.s of the la - clcteiniined by the triple 

to the investigations of the claims of tai 1' such as r<;iir1irg the 

formula, but iuclucled a large i-und-ei o • , ^nVets of tarifi i <’b< y on 

effects of excise dutie.s on Indian industries, ihnuling and ctinilatnts < 1 

the cost of living, besides cnciuirus »do alU^. , ^ ^ j^.^ending assistaiuc to kc> 

discriminatory trcj.tincnt in foreign coun s a p, ) t. entrusted to the 

industries essonliai for >t»tional i.eh iue. (\ unnissioii of ‘V'iiM- 

Board should cover those preserd ei. h^ Boards c>l B'-lo and 1 . -1 • • 

UBBignedto the intcuin. an well as tin- rcconMUut, c- l..r ^ 

QueMon 80.—\\’hik the fuiutiom, ' e “^1' ''“i 

down from time to time since Kovenil >eil« • • .i\\. . 1 .. .^ot cover llie winkle rairge ot 

limited purpoKO for wliieU tliey are i.erforin for tlie implc- 

functions which a permanent statutory ‘ that Miue ad^Uonul 

mentation of the country’s lonj' U rm pri^sciil machinery 

functions have been assigued to the prebcn ^ \ with the clue5^t^ouo^ ^M•r linu 

intended to be an interim body i>iin.or.ly . onceim 0. 

industries. 
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Question 81. — The institution of a technical organisation to assist the Board 
will greatl}' facilitate the work of the Tariff Board and will be conductive to a more 
■efficient discharge of its duties. 

Question 82. — The present procedure must be liberalised and the Tariff 
Board besides bonsidcring the case of applicant industries must have the necessary 
authority to investigate the cases of such industries, as are essential to the nation^ 
economy and deserve to be developed and recommended ways and means, includ- 
ing protective measures, deemed necessary for the purpose. 

Question 83. — Observations made in question 82 should also apply to small 
and unorganised industries. 

Question 84 . — The Tariff Board should be fully authorised to initiate inquiries 
or receive applications fer protection, without the same being first submitted to 
•Government for its prior approval as to whether a prima facie case had been made 
out b}’^ the industry or not. 

Question 83. — Tlic inquiries by the Tariff Board should be completed as ex- 
peditiously as possible, and Government must adopt the convention that their 
decision on the Board’s recommendation .should he notified to the public within a 
period of two months of the submission of the Report. 

Question 86. — observations to make. 


Question 87. — Tlie recommendations embodied in the Report of the Tariff 
Board in respect of any industry or problem having been made after an elaborate 
and impartial inquiry by a competent body should be normally accepted by Govern- 
ment. In case. Government have .strong reasons for rejecting the recommendations 
of the Board, the same .should be published. 

Question 88 . — (ff) Yes. 


(6) Yes. Since tlie post-war fiscal policy may have to be modified to suit the 
cluiiiiring conditions, it is not advisable to embody the general jirineiples governing 
tariff policy, tlic general j/i’ocedure to be followed in tariff inquiries and the manner 
of enforcement of the obligations of protected or assisted industries in the Act cons- 
tituting the Board. 


(c) This is covered by the answ'erto(6) above. 

Question Xo. 89 . — The basic aim underlying the Havana Chtirter is the at- 
tainment of liigli standard of living, full emi)h»yment and conditions of economic 
ami social jir«)givss. India will fitr some years to come have to increasingly depend 
on imlustriclly advanced counlries for the sup))!}' of capital goods and technical 
personnel, and in sj)ite of the large domestic market and plentiful natural resources 
tlie j)attern of our export trode will liav* to be developed on a multilateral ba^ie. 
'I'liis being so. '\o are naturally interested in )-romoting expansion of world trade. 
Our own srhemes of exjiansion and eeonoinie devehij mcnt will have to largelv de- 
pend uiioti international eo-opcralion and me intenanee of liigh level of employ- 
ment and aetivity in otlier ]>arts of tlie world. Viewed from this angle, my Com- 
mittee ajiprove the basic purj ose and objectives uiuhrlyiiig tJic Havana Charter 
on Trade and Einjihyineiit. 

Qur.'itious UO (lud 91 . — My Committee are given to understand that this 
C’iiaj'tcT on Eeononiie l)cveU>]iment and Reeonstructioji was speeially incorporated 
at the instance* of iiiduslrially backward and undc-r-develojicd countries. It is per- 
tinent to observt* that llu* arlieli*s undcT the Charter reec>gnise onlv in a partial and 
cpialified inanm*r the special needs and requirements of underdeveloped countries. 
While tlie right to utilise iiartienlar measures for the i»romotion of economic de- 
vt'lopmeut is rec-ognised, the chuise requiring tlie jirior apjiroval of the I. T. 0. 
for imj)o.sing certain j.rotective measures is re tained. It would l;ave been more 
appropriate if tlic right of tlic indu.strially backward and under-developed couii. 
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tries to utilise protective measures such as quantitative restrictions wctc fully re- 
cognised in the Charter, subject, however, to a subsequent review by the I.T.O. 

Question Encouragement of international flow of capital for productiTe 

investment is now incorporated among the purpose and ob]ect>vf of the 1.1.0. 
Government’s declared policy in regard to the position of 

snecifies the terms and conditions which axe not only m J^ull accord uith the 
requirements laid down in the Charter but go a little beyond. Generally 
the urovi«ions in the Charter with the necessary safeguar(^ fairly mc'ct vith the 
requirements of India in respect of foreign investments. It should, houe'i or, be 
ensured that India will not be precluded from extending or confining direct go'cjn. 
mental assistance in the form of protective measures to industries the ownership 

of which is preponderatingly m national hands. 

guarding tl 
the riglit o 

quantitative restrictions, suosimes rtc. ^as the same has been 

of bringing about rapid industrial developmont m lese ^reas tnc ^ 

hedge/in by .‘i nTe^t'fedl^rdj:!, , rfi a„- 

approval of the 1. i. u. novevex ; .„,wirauted external mterfexence 

proval of the I. T. O. may to protect her own indu.stru-s by suit- 

with the competency of a countiN like i .< I . the task uf evolving 

able measures. In the case of agrarian Itarxdlvl of liMig of their 

balanced economies with a view to raising th * i_*-.,ctive maimer. As the i ro- 
peoples, these limitations are likely to ae ' *T*tMm*ivdoubtfnl whetlier India can 
iisins of the Charter stand at present, taritfs 

freely resort to various protective measures " ..le xvith a ^ iew to 

and subsidies. It must be n bnl ^ok h f t eX) anding 

limiting volume oi trade uor for distliinim t 1 I Hviim standai\l< ot the 

production and employment at home m -,pH-laivd ol)ject and purposes 

people, an objective which is m consonance uitii the lUoauu j 

of the Cliarier. 

TinifU <'»<! P,rfcn>,ccs.—T\w Charter ivciniav^ cad. 


VUlAli XCU.AIV VAUilO. j*', - 

elimination of preferences on the part uniust to exiu-ct in*lns- 

tills reason, it is maintained that it wouhl ' i..viiVs. It is also necessary to 

trially backward countries to oth-r reductions n > trade and nianipu- 

draw a clear distinction between tarifls imposci t n-iiTs intended loi* develop- 

latiiig balance of payments jiosilion and lUolei , ‘ ♦ 

ment of domestic production and increasing t ml . 

ir .. ru^^rU T recuiircs general elimination of 
Quajititative restrictions . — The «necml eircumstaiices and subject to 

quamitatiNo restrictions as a principle unae I . . , herself of the above 

certain exemptions. It is felt that India in trade and critical balance 

exceptions during the period of her present uu- quantitative 

of paymonta position. All the same, it wo 
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j:estrictions as an important normal protective measure is ruled out by the Chext^T 
which does not appear to be justified. If India is to proceed with her plan of m- 
dustrialisation, quantitative restrictions will beome necessary. In this view ot 
the case, it is urged that necessary provisions should have been mciudecl m the 
Charter so as to enable backward countries to use quantitative restrictions as a 
protective measure to develop or establish industries which would otherwise be 
exposed to special difficulties. 

While my Committee generally welcome the provisions in rela- 
tion to subsidies inasmuch as they pro\dde sufficient safeguard against dumpi^ and 
other forms of unfair competition, they hold the view that the Havana Charter 
does not accord full recognition to the important role which subsicUes can play m 
industrially backward and under-developed countries as a method of giving protec- 
tion My Committee strongly feel that though an industrially backward country 
may not be able to make an extensive use of bounties or subsidies, the use of 
subsidies for protective purposes must be definitely recognised. 

In the opinion of my Committee, the major defects in the various articles under 
Commercial Policy are not likely to harm our trade or industry in the short period 
inasmuch as sufficient exceptions and reservations have been provided in the Char- 
ter whereby industries established between 1939 and 1948 can be protected as well 
•IS release from the various obligations can be obtained during balance of pay- 
ments difficulties. However, it is feared that from a long term point of view the 
provisions regarding Commercial Policy are likely to impose restrictions on oar 
freedom to utilise suitable measures of protection- necessary for bringing about a 
rapid industrialisation of the country. 

Qiiestioiui 96, 97 and 95.— Have already been dealt with. 

Question 9'K — My Committee are in agreement with the general objectives 
underlying the General Agreement on Tariffs and Trade. As regards the provisions 
relating to Commercial Policy, tliey do not fully meet witli the needs and require- 
ments of an under-developed country like India. 

Question 100. — It is submitted that a proper evaluation of the General Agree- 
ment on Tariffs and Trade should be made having regard to the altered conditions 
and the consequent effects on the composition of our foreign trade. 

Questions 101 and 102. — Since the concessions reciprocally granted and re« 
ccived are in operation only over a short period, it is not possible to have a proper 
evaluation wliich can be made only sometime in 1950. 

Question 103. — ^The spirit in which the contracting parties are worldng the 
provisions of the agreement can only be judged after Avatcliing the cxjjerience and 
result of the working of the same over a reasonable period of time. 

Question 104. — A decision may be deferred till the latter half of 1950 when the 
relative advantages can be examined in a proper perspective. 

As regards tlie question of the attitude of India to tlie Havana Charter, it is 
su<T‘'ested that the Fiscal Commission should give due consideration to the feasi- 
biiltv of recommending to Government the desirability of postponing a definite 
decision for a period of about one year, particularly in view of the fact that the 
country is passing througli a transitional period. 

Tn conclusion, 1 am to express the hope that the views of my Committee on 
the various issues arising out ot the questionnaire will receive due and careful con- 
sideration of the Commission. 
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THE INDIAN NATIONAL TRADE UNION CONGRESS 

Need for overhauling fiscal policy 

It ^ould be a platitude to say that fiscal policy 
shaping the industrial and financial organisation and actl^^ty of a nation, both 

short-range and long-range basis. 

It again would be a repetition of the commonplace knowledge to say that 
this i^t—t was utilised L this country by the former alien rulers naturally 
for their own ends and to suit their oum interests. 

The need therefore to scrutinise, re-orient and overhaul the whole of fiscal 
polief LS prop™ thereunder is equally obvious. What .s more. ,t .s acute 

and long overdue. 

Consideration of future policy tnore important 
As indicated by the categorical and clear statement made above, we attach 

the past. 

Settwg of Socio-economic objectives : Basis of our approach 
Concentrating accordinglv our attention on this main theme of the subject, 

it will naturaUy be "-essary in the Jir^^ instance W ^IX^t^’both on a'Lort: 

rrnVand“Ln^nmge^^^^^^^^^ in view all the 

the socio-economic make-up of our country audits potentialities. 

To us the following points seem to be clear in this connection 

1. Our -tio.^ eeo.^n^m..^be <W*d 

troTer:fl sXXll;VugW o., the national basis. 

2. Mixed Far.ning and in ,fia-s Haudloom 

universal bulwork of our on a permanent basis for this 

eottage industry or f ,,1 to the immediate and interim period 

country and IS the more so specially n r ^ industrialisation involving 

during which any speedy and inattiial I c- ‘ rJiffii ultits 

huge fixed capital expenditure seems to be beset with scNe.al dithf ultu.. 

_ , . 1 • 1 ^..5 will he developed on a national basis, i.c., 

3. Basic and eomhination of favourable factors. 

very carelhny in this connection. 

4. Auxiliary and multipurpose ®vhcmes like 
electric power development also must ncoi .>a 
fit in well with the above. 

, r ‘«{<ii-io*oconom V 1^ that pi‘it.inmig to 

5. Equally important an aspect oi^ r v 'P r C has catogoriealiv .k inaiuled that 

Distribution ; and in this connection the J. A. • • ’ i'|> ino to Us 1200. 

all individual incomes should be brought w.thm a range ot Ks. KU) 

Out present diffivulties 
The above seem to be feasible objectives 

to the present state of affairs, however. unsat isfaetory indeed. We 

scratch. For our economic IWd our millions even on the 

are forced to import large quantities of ^ niateriaU for our main in. 

existing under nutrition level. The production oi ia\\ 


dustries like cotton, jute and sugar is materially short of our requirement. The- 
organisation and efficiency of such industries as we have, leave much to be desired^ 
and there is an universal complaint that they are really in a bad way. The trans- 
port system is still strained and inadequate, though latterly some improvement i^ 
noticeable. Trade and commerce seem unfortunately to be only making matters- 
worse, with every conceivable malpractice appearing at some point or the other 
for narrow selfish interests of a fe«'. Capital is made Shy ” and as it were a full 
blown conspiracy is gaining ground to thwart all attempts at rehabilitating our 
national economy and securing a steady, even if slow*, rise in the standard of living; 
of the people. 

It is, needless to dilate on this point. For already there is in this connection, 
any amount of laments and exhortations forthcoming from all sorts of people and 
many quarters. We have instead to point out to the obvious and already amply- 
proved futility of such laments and e^ortations, and to the essential need, which 
this hard experience itself has demonstrated, of well planned and co-ordinated 
efforts, of concrete efforts. 

Need for Planning 

Let it be clear, therefore, that we attach a great deal of importance to planning 
in the sphere of our national economy. This is conspicuous by its absence ; and a 
very hea\’y penalty for the default has to be borne by the people of our country 
today. The first and preliminary requisite, therefore, is to decide to and accordi^*^ 
ly embark upon planned economy. It may be clarified that this would be quite 
consistent with the policy of controlled and mixed economy which our Govern- 
ment seem to have decided upon. It may further be asserted that the poor re- 
sults so far accruing from this otherwise sound policy, can in fact and mainly 
be traced to the weakness in respect of plamiing for developing our National Econo- 
my on an integrated basis, which thus would appear to be the necessary back- 
ground and a Htne quanon for .success of any particular government policy or mea- 
sure in the sphere. 

Fiscal policy too must likewise form a part of and fit in well with such an in 
tegrated plan for development aiul pattern of the nation’s economy. 

It may be clear at this stage that the basic plan ma}’’ be a rather broad and 
general framework : 1>ut it must be well-conceived and, what is equally im- 
portant, well-undci-stood not only by tliose flirectly concerned, but, in its essentials, 
also by our people at large, .so that everybody knows where he stands and what he is 
expected to do in the whole scttinir. 

For this pur{)Ose, as also for tlie ]>uipose of unity and continuity so essential, 
if speedy and n\aterial results are to accrue, the plan must be adopted as a stable 
anrl uniform basis for some lengtli of time. 


Fiscal Policit must he an organic pari of the integrakd plan 

Vis-a^vis these considerations, it is submitted that our fiscal policy and the 
machinery therennder nnist not be mere piecemeal and ud /me adjimcts of our ad- 
ininistratjon of public tinanco ; l.ut they must be developed into a permanent 
and organic part of the comprehensive and integrated plan as indicated above. 

It is needless to add that the organisation must inelnde a welhequipped stat- 
istics intormat.on and Research heet.on, which sliould carry detailed ami careful 
investigations m o the condition, working and prospects of the various industries 
and their respective place m tlic country's economy. 

At tlie top the Board itself should have about 5 members of unimpeachable- 
iiitegnty and with a background of long ami meritorious service in the ^here of 
sucio-cconomic anairs. ^ 

The Board should be free to take the initiative in eovering any particular 
existing or new industry M'lthin its purview. ® ^ 
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Its ivcommendations should be considered by the National Planning Com- 
mission, which, it should be clear from our foregoing remarks regardmg planning, 
must be appointed at the earliest. 

The decisions of the National Planning Commission should generally be 
adopted by the Government. 

The need and possibility of immediate actiory 

Here a partinent question is raised. It is this that inasmuch-as the whole 
matter, in its contents and by its very nature, is not merely economic but also 
socio-political, would it be feasible for the present Governuieut to set to w’ork 
about it on the lines suggested above, before the country gives a clear indication 
of its mind in the forthcoming general elections 1 

Our unhesitating and only answer to this question is in the attirmative. This 
is for two reasons. Firstly there is the clear and inevitable need for such action, 
without which we shall be facing something like a complete disintetrration ot our 
socio-economic fabric. Secondly, we believe such action to be quite 
and possible for the present Government to imdertake. The plan put fo^^wl^d by 
the Economic Programme Committee set up by the All India Congress Committee, 
can well serve as a^broad basis for such action, for it may be noted that the Pjan is 
subscribed to not only by the Caigress High Command but also by the leader of 
the present opposition party * Socialist- 

Warning against i)oc^n'HnaiVe or Dogmatic approach 

A note of warning must however be sounded here against any merely doetrin- 
naire or doEmarirrppfoach, ,vl,ich unfortunately is seen to be tl,e .lestmy generally 

of aU the enthusiasm over planning in evidence "vXle'and'pro 

in anv form or degree, are harmful in everything that affects the veltarc anti pro 

gress of the community ; but in the soeio-cconomic sphere 

economic thought left over by the former ruling race. 

It must be admitted also that there is visible equally uiireahstic a reaetion in 

the quarters at the opposite end. 

And the sum total of the whole situation is confusion. 

Greater iniitaiice, alertness and sUady efforts needed 

The haze has to be patiently ami carefully cleare.l ami the 
has to be found out with the aid of lamiinark.s which really exist and aic not a 

Di&ico l^oliovc 

In this way there may bo no great chance of very 
achievement. Yet for peaceful and lasting progress, w huh cleai is o ) 

tivo, no other course seems to bo better or even possi »le. 

But let it be realised that this see.uingly nuaiest 

unceasing and systematic efforts. In fact it calls for grea c ‘ ut<,ui i tor 

because it is a course which has concrete perlormaiicc and not a im u u - pu 
its objective. It must be admitted that this alertness, mit.atnc am! itbU . 

to-day very mucli lacking in all concerned. 

Thus it is that we have to begin, i*s it were, from scratcli. 

Conclusion 

In these circumstances, a siinjilc, practical and a sbort-term ^ 

term plan, which can directive and comparatively easily be ^ „i,,„ 

appraisal of our more pressing needs and potential resources o n ee ^ 

which can thus be readily conceived, explained, understood and con>t pi y 
plemented is our preliminary necessity. 

18 M- of Com, 


im- 


This plan then should be the basis for the unified national activity, second in 
importance, if such comparisons there could be, only to our Constitution. 

Examining variovs aspects 

All this is said in unfortunately unavoidable general terms. Let us however 
try to, be as specifically clear about the subject as we possibly can. 

In this, we shall follow the natural sequence, as we have done when enlistmg 
a.t the beginning, the 5 basic points for developing our national economy. Let 
it be clear, however, that the sequence does not indicate that in order of importance 
or time the next item is secondary or is only to follow the first. Such difterentia- 
tion would be arbitrary ; and in fact there would have to be simultaneous and al- 
Tound drive involving a minimum programme in each of the important sectors, 
•which must be co-ordinated inter se. 

Agriculture — Effects of partition 

Let us, then, take Agriculture in the first instance. The most ^portant fact 
to be kept in view as the background while considering for our immediate pur- 
pose this part of the subject specially, is the dislocation caused by partition and 
subsequent non-co-operative attitude of Pakistan. There have of course been 
some pleasant expressions of goodudll and all that from both sides, especially from 
ours ; but these Jiave prov’ed to be merely pious utterances befitting ceremonial 
occasions. Wlieii thev’ were anything more ana really sincere, their contents and 
spirit wore too sublime for the millions on either side of the wall to follow. This 
real position irrational and unfortunate though it be, has to be understood and 
accepted by us. 

To meet it adequately we must put forth all our determination, discretion 
and endeavour ; for the task is indeed extremely difficult. In brief it is this that 
we .shall liave to make good within a couple of years at the most, all our deficit in 
food-grain, cotton and raw jute. 

The problem of attaining self-sufficiency in regard to food-grain is doubly 
■difficult because a material portion of the present acreage will havreto be div’erted to 
cultivation of cotton anrl jute. The loss of the rice-growing land, which will grow 
jute instead, will be particularly heavier because on rice the land feeds more mouths 
tlian on any other food-grain. 

It \\ill be noticed, all tlie same, that we take this shift in production from that 
of food-grain to cotton and jute for granted. We sec no alternative and the reasons 
for this are obvious to need special mention. 

Suggestions 

'I'lie fullowiiur measures are imlicated in tlic circumstances : — 

1. Utilization of all tlie cultivable land. 

2. Inereasinu viehl tliereon, hv 

(.A) iSupplyinii incentive to the cultivator by adopting a much more radical 
reform of land tenure systems than any which have so far been adopted 
and whicli have more or less failed to create necessary material con- 
diti<ins, not to speak of a prciper psychological background for such 
incentive. 

<B) Introducing an element of healthy — compulsion in the form of laws 
ft>r Agriciilt\ire, such as the one that was proposed — and unfortunately 
<lropped ultimate!^’ in Madras, which would giv’e powers to Govern- 
ment to issue directives for regional control, co-ordination and im- 
provement of agriculture. 

fCj Concentrating the activity of the Agriculture Departments and all the 
possible non-official agencies on the minimum, simple and provenly 
<'ff»^etive essentials in respect of the region concerned like the standard 
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rotation of crops, only the best obtainable 8ee<l or strain, the most 
suitable instrument and system of tilling and so on. 

(D) Developing initiative and collective action in the rural people : while 

each one cultivates his owti field, all must be made conscious of the 
need for attacking their common problems together and must be led in 
collective action to combat erosion, water supply, sanitation and 
similar problems. 

(E) Supporting the progress by supplementary measures both on volun- 

tary basis and, when necessarj^ by compulaon, us in regard to pre- 
vention of anti-social and wasteful customs, etc. 

Two related problems 

Even when all this is done it will be necessary to make their results attained 
•go a longer way than at present ; and in this connection two most important and 
serious considerations at once arise. 


Population 

The first is the one regarding our population problem. It is surprising, and 
when contrasted against its far-reaching and grave implications, it is disturbing 
to find how little attention is being given to this aspect of our socio-economy. In 
fact it is a subject by itself. We can however only make a brief but clear state- 
ment here that those responsible to lead and govern tliis country must at once 
take a realistic view of the whole question aiul see to it that we immediately begin 
tackling it on the lines suggested belchv : — 

A. Sterilising the whole of our begger classes, which should not be too dlffi- 

cult considering the tendency of the beggers to concentrate only in 
our cities and towns. 

B. Kaising marriageable age linuts. 

C. Social enlightenment and \jplift. 

Balanrt'd Diet 

The otl»er problem is of correct nutrition. It is admitted that the diet, even 
on available food articles, can be very much imj)roved upon, so as to brii^ both 
economy and better licaltli. Very little is being done in this direction. This omis- 
sion too must be made good by popularising balance^l diets evolved as nearly as 
possible to tlie current tiiet of the rosjicctive regions. 


Ayriculture as feeding Industry and Trade 

Coming next to the point, wlicrc Agriculture fci-ds tiic Industry and Trade 
of the Country it will be realised that not only out <.>t our immediate necessity and 
-ns an expediency, but in fact from the point of fundamental polit y and permanent 
results also, our agriculture must be put on a footing. If. tlioreiorc, some of our 
ambitious Industrial Schemes have to be postponed for the time being, let us not 
be disheartened but let our full effoit be devoted tt) ttuiing vip our .Agriculture, 
which will thus serve a souiul basis for the rest of our Micit'-eeonomv. 


A few suggestions, which we consider iniportant have already heen put for- 
ward in this eonneetion. They pertain mostly to measines b»r improving and in- 
■creasing our Agricultural production. It will, iio\\evcr. be necessary to regxilate the 
kind ojf produce also, in accordance with our needs of ovir internal cons\nnption 
and external trade. 

Apart from direct control measures to secure thi.s (>bjett, Taiifl I’oliey also 
will have to be employed towards this end. 

To begin with, then, there cannot be allowed exports of any produce 
could be utilised to make good our national deficiency in food on a balanced diet 
Ijaeis. 


Only second in order of degree but of the same kind of imjKjrtauco is the rase 
of produce of raw materials for our Industries. 
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From the point of our Trade, possibilities of convertmg- our primary" produce 
into manufactured or semi-nianufactured articles, preferably through Cottage 
industries, must be fully explored and the Tariff schedule modihed accordingly. 
Thus it would be advantageous obviously to the country to export Oil, Tanned; 
Leather, Bone- meal'etc. in place of Oil-seeds, hides and bones respectively. 

Apart from Tariff measures, it vill be equally necessary to improve and standard 
disc quality of the export commodities, to minimise scope for and regulate activi- 
ties of middlemen, and to discourage speculation. To secure this, there must be- 
the closest of co-operation and co-ordination in the working of the Departments 
concerned. 

All the.so measures will together have definite beneficial results on our Agri- 
culture which will then serve as a sound foimdation for the whole of our econoraio 
activities. 


Cottage Industries 

Next, we have to consider the question of productive occupations allied with 
Agriculture and Cottage Industries. 

The first thing that we have to stress in this connection is the need to change- 
our conservative and predominently agronomical pattern of farramg mto what is 
called mixed farming. Thtis, every possibility of irrigation, even that oir a focalised 
and modest scale, must be fully exploitetl. Horticulture must bo encouraged, 
and dairy also must become a necessary adjunct of each farm, though of course, 
varying in size ^rith the same. 

We think it necessary to point out in this connection that the impression often 
gathered an<i expressed rather easy goingly, that oui- cultivator has in him all the 
experience and wisdom of ages past, cannot in fact be true in all respects and for all 
the time. At any rate. It must not be allowed to lead us to complacency and 
inertia ; thougli, of course, we must avoid the other extreme of rejecting wholesale 
the oltl j)attern and of proposing absurd substitutes. 

If we tluis approach the whole matter in a realistic manner and Tvith the deter- 
mination to introduce reform where necessary, we shall succeed, in course of the 
coining few years, to convert, with material and alround benefit, the present almost 
solely agi-onomical farming into mixed farming as suggested above. 

This, by itself, \\oulfi provide larger scope for suhsldiiirv productive occupa- 
tions in Rural areas. * ^ 


As to other cottage industries, it is well known how, being left to their own fate 
they have come to gnef. with consequent disintegration of our traditional pattern 
ol socioeconoray. AVhile it may not be possible or even desirable to try to remould 
that same pattern, it would all the same be necessiirv, if we de,sire to attain ^ride. 
spread economic recovery and a general rise in tlie^people’.s stamlard of Uvincr to 
resusciate our cottage industries on a well considered pUui. 

Sphen 

In this connection, it wouki be necessary, in the first instance to demarcate as 

neari\ as possible llie sphere of the cottage industry from that of the large scale- 
nianutar-turuig industry. ^ 

Thus tie sphere of arts and liandicrafts is distiiietlv their o«n When wo 
come to thmk ot it, we realise how little attention I, as been given in tiis dh-ecti™ 
even though potentialities seem to be almost imlimitcd therS It will it! ^ 
of the Governmonh therefore, to pick up all the remahllt deve 
Ins .sphere and cHer them every encouragement and neeessurv hSp hrmeasuri 
like tniiiimg facilities, loans, advertisements and sales sorvices'ete. The produ!te 
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anay form particularly important an item for our export trade ; anfl as such it 
'Would be in our interest not only to give thom protective treatment within the 
•country, but also to popularise them outside oy an intense propaganda <lrive. 

Coming next to the sphere of cottage industries vis a vis large-scale manufacture 
we would suggest that the latter should be made to serve, as far as possible, our 
•cottage industries and competition between the two should be particularly avoided. 
Thus the cottage industry of leather goods could be served by the large scale in- 
dustry of leather tanning in the form of supplying cheap and well tanned leather. 
'Similarly, Textile Mills could be made to serve the hundloom weaving industry 
and the competition between the two could be avoiderl considerably by concentrating 
the spinning process, as far as possible, in the mills and restricting their weaving 
to coimts above, sa^', 20*s. 

As a broad and obvious principle, all those industries which involve simple 
processes and which are linked directly either to the primary agricultural produce 
•on the one hand or to the consumers on the other are generally fit to be conducted 
as cottage industries, in the first instance in the rural areas and in the latter, in 
the urban areas also. 


Scope 

It would be easy to enlist q\iite a large number of cottage industries falling 
■in line with this principle. But it would not be much worthwhile to do .so. It 
would, instead, be preferable, from the point of scouring tangible results, toselect 
carefully a limited number only of such industries as will be most suitable to tho 
■region concerned and manageable so far as the part which the Government and 
•other institutional agencies have to play in their organisation and development. 


Jnitiative in Organisation 


For, let it be clear that this part is of almost flctcrmiiiing importance. Tho 
individual craftsmen wlio couhl work as the j)ivot of tlu« old cottage iiulustrv on 
family ^vise basis, cannot by himself get anywhere in tlie oxi.sting setting, where 
organisation is at least as important a.s productive skill and labour. In tact it is 
to be realised that the whole intiativo will have to be taken through sucli appro- 
priate organisations by those who are re-sj)onsible to lead and govern this country. 
Such an organisation will have thus to survey and prepaio the whole groimd, select 
"the lines to be pursued, evolve a definiU? plan, collect all the requisitios tor im- 
plementing it, and then sot the craftsman or worker to liis job, while tlm sale and 
■disposal of the output will again be th<» task for the organisation. 


Machinery 

Tho organisation must of course be so a4laptal>lc as to make it progressis ely the 
institution entirely of tho class which it is meant to servo, brom this point, a 
co-operative institution for each local an<l industrial arcii, federated at the district 
and provincial levol.s for the purposes ot inoro specialised and ofToctive su])iTvision, 
■co-ordination and control than at present is ri'icommendeil. 

With the agency of such an organisation it should be possible to collect tho 
necessary raw material in tlie rc^gion at tho various properly located points of manu- 
facturo, to improve and .stan<lardiso tlm technji[Uo ot manufacture, to train per- 
sonnel, to supply tho finance and orjuipmout fj)r the vnuts where necessary and 
lastly to collect grade, advertise an<l sell the prodiurts. for tliis purpose there can 
be specialised subsidiary agencies and organisixtioiis as tor creating Irainint; facilities 
ftnd for supplying cro<lit. Tho main thing is that tho agency sliould be such as can 
bo relied upon and should enjoy full govormuent recognition un«i atloqiiate support 
Amounting in fact to jjroferential treatment. 
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Svggestions 

The dctahs can be worked out by a Cottage Industries BoardV ^ch^^^^ 

formed as an important vnng of the National Plai^g ti«e 

lising the need for a much closer and careful study of the whole 

we offer here a few suggestions which we consider to be rather important from th 

point of developing our cottage industries : .... , . 

1. Surveys should be undertaken for exploring the possibilities of developing 

the various cottage industries in the d^erent regions. 

2. Technical education and research work in cottage industnes should also to 

undertaken by the Government, as these Industries are unable ta 
meet any such extra expenditure in their present stage of growth. 

3. Subsidies and loans may be given by Provincial Governments. 

4. Power should be supplied at concessional rates. 

5. Concessional rates should also be given for Transport. 

6. Middlemen should be eliminated ‘^^^ough Co-operative Societies. The 

existing law regarding co-operative Societies should be appropriately 

amended. 

7. Products of the Cottage Industries slumld be standardised. 

8. Full publicity to create suitable market within the country and outside- 

should be carried. 

9 Whdo drawing Tariff Schedules and Tru.le agreements ^nth other coun- 
tries, particular care should be taken to protect the mterests of the 

cottage industries concerned. 

We may sum up by expressing our definite and confident opinion that only on 
strengthening our rural economy by improving agi'iculture ami developmg cottage 
industries, shall we be able to evolve a well balanced and therefore healthy 
national economy in place of the present lopsided and disjointed pattern. 


Roh of orgoniaed Industry not to be belittled 


What we have stated above should not bo construed to mean that \ye attach 
anv the less of importance to development of large scale manufacturing mdu3tn» 
and -ill the other components of a mcKlern and efficient socioeconomic system. v>© 
have on the other hand, already stated that it would not be possible, nor would 
it be’ desirable, to trv to return to the now obsolete pattern based solely on agn* 
culture and allied occupations. Our emphasis on the need for putting these 
nrimary factors on a sound bases has, therefore, to be viewed in its correct setting 
W the nocossitv of strengthening the very foundation of the whole of our na- 
tional economy aial t«f securing a well balanced and uniform flevelopment in both 
its rural ami urban spheres, llie emphasis doe.s not thus imply any belittling of the 
role which organised industry has to play in our economic resconstruction 

programmes. 

Basic Suggestions 


On a careful consideration of this role against the realistic background of our 
present circumstances, we have to put forward the follon-ing three broad sugges- 
tions : — 

1. We aught by all means and without loss of time ensure that our existhig 
industries are put on a sound and efticient working basis. 

2. Government should take the initiative and see to it that basic or key in- 
dustries are set up one after another as demamled by fundamental neeiU of econo- 
mic development of the country and as permitted by all the resources available 
during the period of the sh».)rt-terin plan, us suggested above. 
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3. Other projects coming forth on private initiative shouhl be examined care- 
fully but sympathetically and should receive each its due encouraging treatment 
on the basis of its respective ami relative merits. 

Shift in Oovernment policy nece.^sary 

In respect of the first point, the objective shouhl l)e to establish 
definite optimum standard! It is indeed shocking to see how ^ 

those whi?h affect our people most vitally, continue to he 

as it were anv serious cocnisance being taken .there of. not to speak ol renieujing 
if IrT this !eTe perpetriti with suicidal effects, the legacy ot the former in- 
d^ffer^f^Jfcv—nrT'^ot'bothering about it ” excepting for - 

calls as those arising, for example, out of a 

harsh, but the truth must he told that even after all the s nof t hf faudl V 

been going through, the consciousness that our organise » ■ developed 

affair of the few but is in fact the concern of the community . is still not <ie^ ei. p 

fo our Lvfrnmenrto the degree of a living faith necessary for dynamic action. 

Let us make it clear that we are not bringing in an argun.eiit for nationali^tion 
here.'^B^t our pit is that the responsibility of taki.i|, the -Jc. of 1 

necessary and adequate action in pursuance ler o . - p they 

“lit: cesponsihility is io he pro- 

perly fulfilled. 

It will be necessary for this purpose to 

affairs and working of the various industries. ^ ^ HI necessary 

ones in the first instance, and to suggest reforms therein , bring them 

to keep a rather close and continuous watch over then . u dh a v lexv 

up to the definite optimum st^inclards us piopose 

The apprehension that simh an a^^-ch wijMie yea,.^ 

J^^ Gm eruilient’ s imitica- and ..ctermiliatioii fol- better- 

ment 
such 
thing 
shift 

and -- , . n 

cipline is enforced rationally and iinpartia > . vital interests of 

;::i.l’:dfow .“'l-rs 


9 

the pcopl 


Beneficial results expected 


By such an approach important J''’"'*’*'''"'' ould 

organised industry will be gradually but au on • ^ j. jH’.uis obtaining at 

be\ very valuable gain, considering tlie V. b^imm^ items like 

present in tho form of Cynical variations in res,.e< t ot e^ . n mu h im,. 

quality of product, profit-margin etc. 

It may be worth while ineidentaiiy to fo;!’;' ° 

items,thougl^theybavebeenmentioiKMl merely to Illustrate a. fit. I ^ 


our 

the 


IO| |*ll 

The factor of quality, then will he tV,o ^ to emphasise 

producers ; and to correct this fault, it intrelv the <,uantitative hut 

simple fact that industrial developme ^ ,nrrelv in the tinal pro- 

««neet also and that this a.siiect sho\s s itM 11 _ noT 


qualitative aspect also and that this a.s])e , * i 

duct but in fact in all the stages leading and related to it. 
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The question of proHt margin is of evidently even 
4 ?.^ PPnnomv it is the drivincr force behind all its industrial and commercial activity. 

It is easy to understand therefore the complaint being made of late by our mistrial 
Iml e^merd;;? that there is a slowdovvn in their activity because the pro- 

fit margin has dwindled. 

But when we think of it more closely, we clearly find that the real « not 

that the profit margin is low, but that it is not uniformly low 
of the opinion that a standardisation of the profit-margin at a 1^1. m tact 
lower than anv ‘^een to*flay, will be quite wholesome not merely for the consumer, 
hT also ?or }-he inlstry as a whoK inasmuch as ‘"ere would be no pro^ of 
ereater return for waiting and as such investment would not be held up. F^h , 
we oonedentlv believe that such standardisation could be attamed ‘ 

Tent supendsion of our industries, conducted in a more indulgent spirit and help- 

ful manner than ever evinced. 


foT EcoHOfttic Oivil f^ctvicc 


This leads us to point out to the virtual absence of what may 

Economic C^ivil Service and the crying need to evolve the same. The point 
•obvious and Ave do not have to labour at it. 


an 
point is 


*Yeed for enabling legislation 

In order to he able to work on the lines suggested above, the Government will 
have to efiuip themselves with requisite powers for eliciting information regardii^ 
and exereisim'. where necessary and to the essential extent, control on our orgamsed 
industries Tlie need lias been particularly demonstrated, durmg the past lew 
months w hen vitally important productive units, many of them sound economically 
also, closed down for extraneous reasons. 

It inav be repeated that we are not entering here into any discussion over the 
<,ucstiou of nationalisation. For we are primarily interested in laying down prac- 
tical objectives and securing concrete results in respect of their attainment, here 
and now. As such, we have to lay stress on the inevitability of timely and ade- 
quate Govt . action v hen and any unit or section of an industry or the whole of it is 
found definitely to misbehave or bungle matters. 

LcLdslation on tlie lines being jiroiiosed at the centre is therefore none too 
early or too .strong a measure. In fact it is to be hoped that even industrialists, 
worth the name, will only snpi)ort a ])olicy of allowing them, even with beneficient 
eiuouraLaunent. to conduct the aftairs of the industry unhampered, so long as they 
du it cfiicicntly an«l in general interests ; and to intervene effectively, when to the 
extent it becomes nece.ssary from tlic same considerations of efficiency and com- 
muity s interest. Tt is our definite belief that in eases of mi.smanagement, in- 
ter \enti<Mi ))V < o>\ • rnnn nt w .niM .succeed in securing impretvement : and there is no 
need for difiideme mv lu sitatiou in taking' the logical steps. For. the real job is in 
fact done hv the d'e' hniea! and S»i pevvisorv Staff vhose eo-o]H‘ration will not be 
\\ antinsi in the th-\ ernment's efforts to secure a change for tlie better. There W’ill 
<if Course he the ditliejilty regardiim finance, but we .siiall deal with it, in brief, 
later on. We. howe\-er. <lo not a«lvocate such action unless in well-considered and 
eonvineinu eircmmstain c's. In this wav. once it is taken and seen through eflFective- 
Jy. it is hoimd to siu-ceed in .securing compliance to the standards expected of our 

industries. 
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4.51 

Regarding Basic Indnsiries 

Side by side with the care to be devoted, as briefly indicated “‘'“'''j; 

efficient working of our existing imlustries in the ^ “ or b^“e 

ment will have to take up the work, on a pnonty basis, of f 
industries. For it is mainly to these industries that we 

iefficienev of our productive 'system. Iron and Steel plants. Math f«.u^;tf>nia 

f^turing works. Chemicals and’ fertilisers producing factories are some “f ^ 

which are already being considered and the whole country ™gerlj '"^sfX 

-ward to the day that the schemes are given effect to this 

put into commission. In this respect there is har y forthritdit and nrn> 

that the poUcy should be for the Government to take initiative forthright 

Tbo allow the usual red-tapist-inethods to hold up progress. 


Problem of Technical personnel 

In this connection the problem of securing U-chnical^ 

seem to be difficult, but it will all the «me to be tackhd. ^ 

invite a few foreign experts m the initial stage, ^ , x .;n ,j(,t he foimd to be 
use of our owu personnel, which, we are .piite J ‘ „ paradoxical 

inadequate either in strength or calibre. We \;b<,J dearth of 

situation in this that while on the one hand • , i )„ unemployment even in 
Technical hands, we find on ‘hf u.seful, for 

this type of personnel. It would therefore see ^ ^nd when needed 

assessment of real position and specialised perstmucl through 

to catalogue properly all over a\ailable Ttchni . *,)r,.ferahlv Public Service 

an agency like the various Employment Exchanges and pn ferahly 

Commissions. 


Other Industries 


As regards setting up and for din-cloping froi'n tlic policy 

on privatl enterprise. There neefl be when 

already amiounced by the Governim*nt,excep ,,„wt of course attend more 

in by Government themselves. The - „,^,jiorition of the potential tiehls 

closely and effectively to its preliminary * 

and promotion of every new promising uiir er i ~ 


Appropriate Fiscal pollct/ 

* ..lorv Kc ii-forflin'dv reoriented, 'fhe 
The fiscal policy in this ’„i,l nither inaHeious in its working. 

former basis was too conservatue in j ip..r.,,tive wonlim' which clothed it, 

It is no use therefore to be involved in the fleecptiM uonun. 
and a clear break-olf therefrom is strongly uiged. 

As to future, we do not think it reLmml-nd a'verv elastic approach 

any clear-cut and rigid basis. ‘ , l.ire„„istances. the object being to en- 

of dealing with each ease on its nients «i siu-eessfullv from the initial 

able every necessary and useful mdu.str> ot ^_X>fsueh “nursing”. The period 

difficulties and stand on its own -‘t umt any n ore 

continuon.s supervision ami neeessary 

control, as already suggested. 
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Changes proposed 

The main changes in the old policy \\’ould therefore be the following : — 

1. Elasticity and comprehensive scope so as to cover any deserving case 

of necessary and useful productive industry, if necessary on the ini- 
tiative of Government authority concerned itself, and in the manner 
befitting to the particular case. 

2. Close and continuous watch over the affairs and working of the Industry 

in question and frequent examination of the position with a view to 
cut down the period of protection to the minimum. Rojection of the 
old system of fixing arbitrarily certain ad hoc periotls. 

3. Supplementing fiscal measures with all the appropriate non-fiscal ones 

also, amounting to “nursing” of the infant industry, so that the 
need for it is removed at the earliest and the industry is enabled to 
come out vigorously on its own. 


Certain relevent points 

In the light of what has been said above certain points become self-evident 
Thev are as follows : — 

1. It is correct aiul therefore it would be proper — and useful too, to make 

an unqualified pronouncement to that eftect. that the fiscal policy 
best suited for India is protection. 

2. Grant of protection need not be confined to infant industries, but if indi- 

cated by the needs and the relevant eircuinstances of the particular 
case fitting in the plan as may be adopted according to our suggestion- 
alrcady made, tlie pr(»posal for granting pn)tection should be consi- 
<leicd even before an inrlustry is e.stablished. For as stated above, 
protectiem is no cloubt needcfl for the influstrial growth of the country. 
Wliad is inqiortant however is that the right infant is selected and 
right protection is administered for the definite period only as 
required, tlie aim.s of protection being to eiul })rotection and not to 
perpt'tuate it. 

,3. As to <*hoice of methods of such protection we wtmhi prefer the appropriate 
method to be determined in each ease on its merits. We think that 
protective import duty would be the usual method, esj>ecial!y when 
it is the case of enabling our intlustry to with.stand competition and 
dumping of foreiim goods. Bounty or subsidj’ uoulfl be preferable 
to ini])ort tlutics when it is necessary to help the industry concerned 
in a <li!ect way and also to cheapen the product from the point of 
consumers' interest. We do not favour potil prices since they would 
have monopolistic features and would tend to work against indi- 
vidual drive for ctticiency and economy. Quantitative restriction 
of imports is a method which may be .suitable in certain particular 
ca.ses only depeiulinif tm factors like the possibility of correct assess- 
ment ol the quantitatix e data involved. <leterinination of an advan- 
tageous course on that basis an«l the limitations in following the Siime. 

4. Apart Irtuu what is stated abox e. it may be xxorth eonsiderinii. it seems, 
to prevent dumping «>f foreign goixU, if ncocs.sary, by banning their 
imp«jrt alti»gcthcr tor the time being, so as to enahk* our home indus- 
try to arljust itself to meet the cliallange. 

Policif rtijanlnaj ixiHjrt Trad* 

5. As t«) our fiscal jMiliey cm a r{s our e.xj)ort trade, we have already stated 
that the d(“mands of our internal consumption in rcganl to our re- 
quirements ot tood and tluise of raxv material for our industries should 
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:‘“CT2,rs'x.:r^ir-J^ 

Obliyation-s of protected induetrU^ 

i. is :i;li^™"e:::ci!>;.y of tu; 

assisted Industries. *• *i « c#»rvice 

Generally speaWng, protection o“r assistance from the Govern- 

of the community. But indubtrieb rccci\ i ^ and owe a greater respons- 

isrCK-=^“"'*>" “' "" 

"'"*'*'"".0 — ■.« ." >■■“>- “1 .r 

2. Their affairs must be “r^ hc^hhlecl fro.n the latter as 

^u:'Zir'i:L:™::.ib"al;2"!e,!^.ly put be^tre tbc public fron. thne to 

. f =dlnw.*d to be abused throu;zh 

<a p.onteeHu.. 

It must be insisted economy. 

aught to be definitely supeno ^ bvirdi-n on the 

Government protection or „r'in cboosing to bear tbia '>nrckm 

consumers or the community. ? ‘ , .M^ftilicncv or waste in tbc conduct ot tlu 
would be frustrated if any . rdon itself u ould only grow worse. 

dustry concerned were tolerated, while tn mount to deceiving 

SimUarly monopolistic unfair and anti-social 

the community to pay the price to that oxti 

gains of the few vested intcrc?> . . .• , „rvi-i-n!nci\t protection 

It is therefore incumhent 'Ta'" ";;'“!,',‘”.hea\'lT most etheient mannear 

or assistance , to serve the comrmmltj m the 

possible. 

6’o,„r rticrrid 

All this may seem to he too plain timieed any^ P,,, acal 

ensuring compliance to the rcquucuie ‘ 

of serious thought and well-plannc at- - will have to 

Thus the Fiscal Cominission hile ma^ course 

lay down before it even the general trainc 

that in respect of natiomdi/.ation. ^ adherence to tlie on^hial- 

On this point, we have said l‘*"‘' «itii tlie dose and continuous 
pronouncement made by the Government, couple 
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■ supervision and necessary control that .we have herein advocated with the object 
to secure standardisation of conditions and attainment of the definite optimum 
standards that may be laid down, should be considered satisfactory for the present. 


Further, the Commission H*iU have to suggest ways and means to enable a regular 
examination of the affairs of the Industry concerned and to ensure that they ar® 
■conducted efficiently, economically and in the best interests of the consumers. 


In this respect, we think that while a specialised agency qf the nature more or 
less of the Working Party *’ may be necessary and appropriate so far as the In- 
dustry itself is concerned, co-ordinating machinery, as for example, for the pur- 
pose of evolving a fair price structure , may also have to be set up. 


Minimum and immediate conditions regarding Labour 


At this stage may also be stated our views regarding the obligations of the 
Industries concerned in respect of Labour. We may not in this connection 
Tecount all the cominissions and omissions of the post. Suffice it to say that Labour 
must be treated at least on par with capital in the present and immediate stage of 
•our Socio-economic development. This requires for the time and as minimum and 
■immediate conditions, the following : — 

1. A basic change in tlie attitude towards labour, recognising Labour as not 
merely a factor of vital importance in the productive machinery, 
but also us a worthy member of tlie Community. 

'2. Paying at the lowest level not less than minimum living wages, occupy 
tional differentials appropriate to skill and labour involved to other 
categories, dearness allowance at the rate not less than that required 
to compensate fully the rise in the cost of living at least on the mini- 
mum living wage level, and the share in profits as proposed in the 
note of dissent by our President, Shri Khandubhai K. Dasai in the 
Report of the Profit Sharing Committee. 

3. Goo<l working conditions, respectable trojitment on the btisU? of equality 

of status, recognition of and full co-operation to Trade Unions with 

necessary representative character ; resolving trade disputes through 
mutual agreement ancl arbitration. 




Effective voice in regard to management in so far as matters affecting 
workuig coinlitions, wages and security of service of the workers are 
concerned, while in other matters also Labour should, as far as possible, 
be taken into confidence and be welcome to offer suggestions. 

The maximum possible relief should be granted in respect of housing by 
adoptmg interim plans which can be implemented with the available 
resources cml3' and therefore without delavs. 


luummcin oi tne aoove coiumions IS expected of every industry 
in general, protected industries have a special respon-sibilitv in this resnect • for 
employnieut on fair standard is— certainly one of the considerations in grafting 


protection to a particular industry. 


Our Ajiproach 


It will be seen that we 
also to <lcal with the whole 
respective place in the general 
subject l>v itself. 


have iouiid It convenient ,iii<l we believe it is proper 
suliject of fiscal ijolity in its various aspects at their 
setting of our Soi-io-ecunomy, rather than as an isolated 


Fowu-.Plants and Tmn.i^port .Systems 


In this statement, we have not .saiil anythin*^ 
mines, power-plants and Transjioit systems. ^Tliisls 

tlie same considerations hold good in'their case as in 
tries. 


separateU' and spccificallj' re 
because of the fact that almost 
that ot the basic or key Indus- 
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Finance^ Taxation and Income — prices adjustments for Capital-formation. 

We may now indicate brief!}’ some of our ideas regarding finance, with whicb 
is also linked the system of Taxation. 

In the first instance we wish to express it as our confident belief that our need 
for finance would not be of an unmanageable magnitude. We expect that the com- 
mitments in respect of our proposals for improving agriculture would not be very 
heavy, because the whole basis there is to make the rural people them.selves 
do the needful. Government’s resoiu*ees can therefore be Rj)arecl for concentrated 
uSe on specific and thoroughly sound schemes like development of cultivable lan'^1. 

The requirements for development of cottage industries would of course be 
material, but considering each scheme, the investment would not be heavy in pro- 
portion to the turn-over and be.sides the turn-over woulrl be comi)aratively quick 
also. 

The most important item from the point of finance is ol course of the sclicmes 
of Transport and Power development and of key or basic influstries. But wliatever 
the cost, which may have to be met even from borrowed fiinrls, thc.se .scheme.s mu.st 
be taken up and carried through so a.s to keep pace with or rather procc^ed just ahead 
of development in other Sectors. 

Dynamic approach needed. 

We are thus strongly in favour of adopting an enterj>rising rather than a con- 
servative policy regarding finance. If our plan is fiinflamentally sound, befitting 
in respect of time and circumstances, and weil-workc<l. the expcnrliture thereon 
is just good investment and it would be a pity to hold it uj) and thus perpetuate 
the stalemate in our economic life. This stalemate, we arc convinced, ha.s arisen 
because of absence of vigorous collective effort. If as a result thereof we only 
adopt an increasingly “ cautious ’ uttitiulc. which in effect means doing nothing, 
then not only will nothing be done but pro.spects of doing an>’thing afterwarrls will 
dwindle down further still. If on the other hand the Gcnernment take a bold 
stride, making all our people enthusiastic and active about it. the lifobloofl in fiur 
body economic would at once flow warm. It is time, therefore, for pursuing vigor- 
ously all our development schemes, not for dro])j)ing and cutting them. An\ loans 
that have to be raised for the purpose, wo repeat, is good inye.stment ; and tho 
balance-sheet position of our country does certainly warrant it. 

Need for economy in Aflininistrative exprndUure. 

While we advocate such dynamic approach in regani to development projects, 
we wish to insist with all the emphasis at our command on cutting down straiuht- 
away and materially the expenditure of our Governments. 1 lu* ]ire.scnt adminis- 
trative machinery need a complete overhaul, sucl. that every iier.sonnel is employee 
strictly on a definite purpo.se fitting in the wliole scheme, is ma»le to put bis lull 
quota of work and is paid neither too low nor too high. India just cannot afford the 
present loose, unmanageably huge niul cxtrcim*l\ co.'-My edniinistrativc organisa- 
tion. 

Revision of Taxation lontj overdnv. 

From the point of finance and the comprehensive functions wliieh tho Oovern- 
t are called upon to undertake in rebuihlinu' our Soeio-ecoiiomy . it is ey-ential 
to change our Taxation policy also. The pre.sent system, with so many and heaN> 
indirect taxes, is very unfair to the average citizen. Protection duties, so tai as 
this aspect of tho matter is concerned, are not to be welcome . >ut on ance 

of considerations they have to be accepterl as already stated. It is only fair however 
that the taxation scheme is revised by adopting to the maximum extent possi > e 
direct Taxation and by distributing the burden more equitably than at present. 
Death duties seem to be long overdue from this point as also from that of putting 
idle wealth to use. 


ment 



PxiUing idle wealth to use. 

It seems that at present such wealth is not being brought fortii for investment. 
This is because we are in a rather confusing position for some time. The moneyed 
people feel that the old setting pej^etuating the richness of the rich and poverty of 
-the poor is going to be revolutionised. They are consequently sitting tight on their 
money and watching the times with forebodings and suspicions. The poor, on their 
part, have still not got enoi^h to live by and spare. The remedy, we think , lies in 
making it clear to the moneyed people that while the old ways have to end for good, 
the new ones mean a more equitable distribution of wealth but no less of security. 
Tt may take some time for the adjustments involved and for the conviction and 
confidence to grow. But we feel sure that it can and must be brought home. The 
Shyness ” or “ Strike ” of capital will certainly end then. 

Price-Income adjustments. 

The other classes also cannot be left out of consideration in this connection. 
But before indicating possibilities from their quarters it is necessary to say something 
-about adjustment of their incomes and the price structure. We think it would be 
unrealistic now to look forward to any immediate and material drop in price-levels. 
Logically, therefore, we shall have to consider ways and means of stabilising our 
economy first on the basis more or less of the present levels. For this purpose we thmk 
it necessary that the incomes of those groups which have not been examined and ad- 
justed, should be so examined and adjusted to the existing price-levels. These 
•groups include mostly the salaried class employees and workers in the unorganised 
indu.stries. On the other hand, incomes at the top should be progressively reduced 
both by direct and indirect measures. Tims ultimately the income-range 

should not be wider than Rs. 100 to 1200. 

% 

Once the immediate and minimum adjustments befitting the present conditions 
-and price-level are made, as .suggested above, we should be able to attain a steady 
and balanced economy, which then can lend itself to more rational and effective 
-control .so as to enable us to bring it to normally, including of course a lowering down 
of the prices. It will be most essential however to take every care to see that the 
very purpose of making tliese adjustments is not vitiated by further deterioration 
• in the prices position. It will be particularly necessary for this purpose to make 
every eft'ort. irre.^pective of ain*thing else, to bring the prices of food and cloth 

as far as possible. There mu.st aslo be strict and effective rationing control on com- 
modities in comparatively short supply. This coupled with adjustments we have 
suggested above, would enable the bulk of oiir people to manage their livelihood 
better and more easily than heretofore. 


SmaU-SQvinfjs. 

This would also open possibilities of small but wide scale savings. 

Our banking organisations will have to be turned to serve better in this setting 

All these measures, taken together would certainly solve our difficulties of 
jfinance. ^ 


Prospects Hopeful. 
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V. K. R. V. Rao, UNIVERSITY PROFESSOR AND 
DELHI SCHOOL OF ECONOMICS, UNIVERSITY OF DELHI. 


1 It seems to me that the wliole policy of protection has to be viewerl in the 

context of our economic policy wiiich envisages the planned ‘f 

country’s economy The Government have announced tlieir intention of ebtabli- 
2^11 l-lam^rcommission and one of it» tasks would obviously be to <U-termme 
Tipiorities in respect of industrial developments. Th^ economy contemplated 
mix^d eLnomv\vheio r part of the industri U sector will be directly oj, crated by the 

siaTe etther departmentally or, more probably, tiurough public ift.l.ty 
wbUe the rest^of the industrial sector is left to be operated by pm ate enterpmc, 
aublect to such governmental regulations as may bo prescribed from time to time. 

•> The first question which arises is with regard to industries that will ^ 
nr» bv Government There is no doubt that before setting up such industries, 

j^rSol^d '^•in'::Jt'^::;r whubl'iir:^ ;n„ectio„ 

mMsmmmmM 

mmssmMmM 

", ohnZtriea liy Government, I tliink sonm - f t: 

to'tni: p^inm^ i.tw.i...-^ 

“‘I^TThc'^a:™ 

' ’ before they actually set up a new indu.stry or an induslrial unit , 

detection to i>rivate industries, should also apph to t.oMriun 
i ixcluslri^*^ • 

(3) the Tariir Board should he given the power to maki' periodic progress 
reports on .sueli goveriuneutal industries. 

In my opinion, unless some sueh safeguards are provided, there is a cUiigur of 
waste of national resources in one sector oi the economy . 

3. As regards industries in the pr Aate 

■well-known and well-tried methods for K for eontinuiiu^ a. iioliev of pro- 

<lo not thiitk it is necessary lor me to argue »• ^ ^ protletiou should 

tectiun in India. I do not, ", ;^,nl:rFiscal Commisssion 

be given m an . uli'at tliev objected to was the 

did not ask for a policy of J. .,.1- „ ,»• ,vhich the majority of the 

rigid content pf the qualifying phrase disc ^ noliev of iiroteetion- 

FUcal Commission adopU'd and made a ^ ^ i^e ainiUed with dis- 

irr^:t;:rtxr .1!^; ^tmulJtions lUld he made 
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a condition precedent to its adoption”. The real question, therefore, is not whether 
there should be discriminating protection or unqualified protection, but whe^er 
the State should lay down the broad qualifications entitling an industry to protection, 
or whether the prescribing of sucli qualifications should be left to be determined 
on an ad hoc basis by the Tariff Board in the case of each individual industry apply* 
ing for protection. My own view is that the legislature cannot escape the res- 
ponsibility for laj-ing down, in liowever general a manner, the qualifications neces- 
sary for the grant of protection. I base my riew on the fact that any measure of 
protection will affect revenues, impose burdens, however temporarj*, on consume.rs, 
and lead to utilisation of national resources in channels other than those which 
would have been wllowed in the absence of such protection. 

^^hilo espousing the view that the fiscal policy adopted by the legislature should 
not merely be a simple declaration in terms of protection, but should also contain 
the qualifications necessary for protection, I would suggest that the qualifications 
laid do^vn need not be as rigid and inflexible as those laid down by the majority of 
the Fiscal Commission, in fact, I would even be prepared to advocate that the quali- 
fications laid dowm for the grant of protection by the legislature may be treated^ as 
illustrative of what they have in mind rather than as the only conditions on which 
protection can be recommended by the Tariff Board. Tlius, I would suggest a 
formula somewhat on the following lines : — 

In riew of the immense importance of industrial development in India and the 
almost insuperable difficulties in the way of such development in the absence of a 
given measure of protection from foreign competition, a policy of protection oF 
Indian industries is both necessary and desirable; .such protection, however, cannot 
l>e had by any Indian industry as a matter of riglit, just because it is Indian and 
irrespective of its economics in a broad sense. In particular, an industry desiring 
protection should, as far as possible, satisfy the following conditions : — 

(1) It must possess some natural advantages ; by way of illustration of what 

is meant by natural advantages may be mentioned either domestic 
supply of raw materials or a lai^e home market or some other compara- 
tive advantages, such as labour or tradition or location, etc. 

(2) It must not require such a measure of protection as will impose an 

intolerable burden either on the consumer or on the other productive 
sectors of the economy. 

(3) Its cuirent level of costs should be such that it will not be able cither to- 

emerge or to survive or to expand without protection from foreign 
competition, and 

(4) It must possess foreseeable prospects of an eventual reduction in costs, 

and, therefore, of an eventual reduction or even elimination of the 
protection which it will be granted from foreign competition. 

It will be seen that the conditions I have suggested as quahfications for 
l)rotection are very much more liberal and, in fact, in some respects fundamentally 
different from those suggosted by the majoiit 3 * of the Fiscal Commission. In pt.rti- 
cular, 1 would like to draw attention to the fact that the formula I suggest envisages 
jirotcction to new industries, and, at the .^ame time does not laj- down the rigid and 
rather difficult condition that proof must be furnished that the industry will event- 
ually be able to face world competition without protection. What I am suggesting,, 
therefore, is not a policy of “discriminating protection” as recommended by the 
majority of the Fiscal Commission, nor is it a policj' of unqualified protection as 
fe<»me people would like to recommend. I think the best description of the formula 
1 liave .'suggested would be “nationally- essential protection'' 

I must also add that exception sliould bo made as regards the satisfaction of 
even the conditions suggesterl above in the case of those iiulustries which are dec- 
lared by Goveriimont to be essentia! industries from the point of view of national 
policy. Even in the case of such industries, however. I would recommend that the- 
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®xtent of protection to be given should be placed before tlie Tariff Boarrl for its 
Recommendations and the Tariff Board should also possess the power to ]\old j>eriodic 
review of the working of sucli inrlustries. 

4. As regards the method of protection to be eini)loyed. I am of tlie emphatic 


;tho domestic market for purposes of protection. I am in favour of the method 
•of tariffs because — 

((1) It gives the best incentive to the domestic entrepreneurs, 

.(2) leads to domestic competition wdth healthy consequences in terms of 
improvements in quality of output and increase in efficiency, 

f(3) gives the consumer greater freedom of choice, 

!(4) acts as an incentive to the protected industry, at least to make an attempt 
to keep pace with progress abroad, 

‘(5) it can be more easily reviewed from time to time and either increased or 
reduced as the case may be, and 

■(6) enables the public to keep a better watch on the use of protection for 
industrial development without, at the same time, exposing the country 
to the adverse moral and economic consequences that tollow trom a 
system of analysing and control of indivulual industrial units V)N tlopart- 

montal officials. 


I must point out, houevor, that I am not sng-e>timr H»e complete h;nmmg of 
•^‘quotas” or “pool prices” from the fiseal armoury ; 1 uould only svig-cst that tlie 
former should be used mauily for purposes ot dealing witli the adverse halaiwe u 
payments or in implementation of bilateral agreements, while the lattei 
used only in the case of commodities for wliich tlieie is a nationally planned s\s em 
■of distribution, eitlier directly througli goveniineiital eiuumels or through channels 
rigidly controlled by Government. 


mulation of fiscal policy to tl) 
tries have an obligation to t 
widest possible opportunities 


in tho profits of protected industries, whirl, .neans that there should ho no n.onopo- 

Using of the bulk of the ordinary share capital oi comjuxmes opeia mg pro ^ 

industries by the promoters and theii- friends, but that lull opportumlN should be 

given to the small man to subscribe to such shares. It also means la , as ‘ 

possible, protected industries should be run by joint stock companies an ^ 

individual or firms or associations of individuals. Secondly, the pro ec y 

r.t irtn in its costs and tor an improve- 


system ot recruitment to jobs in tho protected mausuies a i 

■and cannot be treated as one exclusively falling withm 

promoters of such industries. Then again, protected mdustnes liave the of>U^a 


industries have the special obligation of seeing that eon-htioti.s 
Bervic© conform to national policy and that, in tact, protected iw n>> ^ ■ 

model Employers rather than as employer.s constuntl>' in need ot pu.) lo n 
'industrial unrest for the creation of decent conditions ot labour. 

U IS. of Com 
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fi If a policy of protection as outHned above is to be implemented, it is obvious 
that there should be some specific machinery for doing so. ^ 

machinery should not be a Governuient departme^ ®^The Tariff Board should 

the Board either in examining claims for protection or °hLd 

i" ot :Shd^ri£try:’“ Z' ^onelnsions of the BoaM 

of C;c,vo.nnK:;!ron thc"t-nt of protection should be placed before the leg.siatme 
for approval hefore. tlie jaotection is actualls granted. 

7 Tlie extent tif protectit.n sliould lie recommended by the Tariff Board ; ob- 
Vinu'lv a e.Vi^:ide,al le meaM.re of .lisuetion should be left to the Board hoth m 
< nf the am. ■nut --t i.rotcction recominendod and the peiiofl tor uhuh it is 
n^eli mncnde.l. In uenend. hnuever. 1 would agree v.dh the ionnula of the 
'•ihir .rlllim p.-he'- that ^^mld give a reasonabl,- remuneration to dome.'die capita 
nnd at the sanm time, avoid en. oura^enmnt to ineffirieat-y m production, but uiU 
tend tfi stimulate ctticiencv and reduction in costs. Provision must bo made for 
Jovision of the taiiff duties rocommentled in an upward direction if circumstance 
arose which warran-cd uch action : in such cases, however, Government should 
obtain the opinion of the Tariff Board before undertaking such a^-tion. On the 
wliole. I would not be in favour of a downward reduction of the tariff durmg the 
period of protection, even if favourable circumstances justifying such a reduction, 
and I would rather le.ave to the ordinary laws of the land the task of appropriating 
to the public exchequer a reasonable share of such extra profits, it being understood, 
of course, that with the expiry of the period of protection, the whole question wiU 
be examined de novo. I would lay stre.ss on this view, because I 
there is .some guarantee of the rate of protection for given period, it vnW be d»tic«lt 
to attract cither capital or entcrpri.se or to stimulate efficiency in the protectea. 

indii.strics. 


I atiach a great deal of imiiortanco to the necessity for keeping a continuou. 
watch on the working and progress of protected industries ; I am also of tlie opinion 
that this function sliould properly be entrusted to the Tariff Board and not to a 
gc.Vernment department. In fact, I woukl strongly urge imposing a statutory ob- 
li.'ation on the Tariff Boad to is.sue an annual report on the progress and working 
of all protectefl inrlustries and would add that these reports should bo placed before 
the legislature and a liay or two allotted for their being specifically discussed in the 
legislature. It follows that tlie Tariff Board should have the necessary pow'ers to 
obtain the information that it requires from the protected industries and that it 
should also have the staff necessary for the purpose of not only collecting but also* 
of analysing such information. 

As I have already pointed out, the Tariff Board’s annual review of protected 
industries should not only include those in the private sector, but should also cover 
those in the governmental sector. 

8. Obviously, industrial development of the kind envisaged above will have to- 
be undertaken in the context of a planned development of the country’s natural 
and foreign exchange re,sources, and must not only proceed side by side with, dove- 
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lopment in the agricultural financial and services sectors in the economy, but mus 
also be accompanied by the ancillary development in the non-indusyiul sectors 
which is essential for the industrial development. It heconio.s. therefore, a moot 
Question whether the Tariff Board should function as an autoiomous orLmm.sation 
or should merely be a wing of the proposed Planning Commi.ssion. My ou n personal 
preference is for making the Tariff Board a separate entity not only becau.se of the 
hnmensity of the problems it will have to deal with, but also heciiu.se it will ha\e ^une 
functions which will be additional to those that wUl fall within the perview of the 
Planning Commission. At the same time, I need hardly emphasise the neces.->it> for 
a close Uaison being maintained between the activities of the Tariff Board an 1 the 

Planning Commission. 

Industrial development, then, takes its place as a part of the "hole scheme of 
economic development. Among the many essentia conditions for Jhe facilitating 
of such development on both a comprehensive and a rapid scale, that of cap tal 
formatioris perhaps, the most important, I would emphasise what has already 
been stated by the'^Uniterl Xation's Sub-Comniission on Economic ncw-lopmciit, 
o^rthat primary reliance shoi.kl he based on domestic savmucs h,r capital f'.r.nat „ n 
Tan, aware thaU.i a com.trv currently as poor as onis. domes ,c s.ivin.-s a,l not e 

mobilization oi domestic .-mmu-.. pa > to .tl 

extent. The whole question ot l.ueign capital, llo^^(^il. ^ 


orucr vnav xiwy v*.-.. - -i 

the under-developed economics proMut. Y“"” | g ^ ShonldWc enter into 

obligations to their own nat iona! ccono.nies ^ 

bilateral investment treaties . h< ^ ‘ ^ . concede the [.nnciple of 

and what obligations shall wo impose on them . t-an 


my Aa* iv ^ 

Commission to ask me sucli questions 

of bettor elucidation of my opinions. 

♦ 1 .1 t.f all forms of fiueign hnancme. tin* one 
To begin with, it is my mow i‘ .-conomics is linaiuiiig through 

most consistent with the intcrest.s ol un i * 1 Internati^inal Bank lor Kecons- 

international agencies. I am not .satishcf , .i|| the m*cds of umler-dovelopcd 

truction and Development is in a position o / , ^ Bank imposes for most of 

countries ; at the same time, the the banking orthodoxy that 

its loans, the high rate of interest that it its fuials. are such that 

is an inevitable adjunct of the sources irom arow th and needing foreign 

many schemes of development, vital to i ‘ International Bank. That 

financing, would, nevertheless, not be ca tlw- renort of the third session of the 

is the reason why I outlined, in an appendix Tievelonmcnt, proposals for the 

United Nations Sub-Commission on ‘ tlie ‘United Nations Economic 

creation of a new international coov of tliis document is submitted 

Dev^opment Administration’ or UNEDA- The proposal met with 

herewith for the information of the Fiscal Commission. 
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ment in the under-develope'd countries, 

I do not favour obtaining loans from foreign governments 

of this kind would not be welcome and are not likely to be accepreu o> p r 

As regards private foreign capital it is very ‘nt®" Sa^/suarl^ga^; 

ritative statement on what safeguards foreign ® ufnsfers of pro- 

nationalisation without compensation and against ^ govern^ 

fits and capital have been given by national govemmenp, including our o & . 

lent but these do not seem to" satisfy the private foreign ^tivestors^ vZtZZ 

investors, in particular, desire guarantees by attfmp^s to 

Trnm in’s Point IV programme takes account of this desire ana a ^ ^ 

nrov^de for such gna^rantees. Inevitably, however. *>>0 Amencan ^ve^ment 
^ ^ r» inlnre its risks bv arriving at bilateral treaties with eouritnes 

^e^rous of importing private foreign capital. At the same time, foreign ® 

investors do Lt want restrictions placed on their freedom 
either of capital snliscription or of of tl‘teetors m- of recraitm 

of Staff Thev also desire not merely non-disenmination against other lorei^ 

b ve It also want ‘national ‘treatment’ or non-disenmmation against 

domes c’ mest„r.s. A. the recent India-America Conference held under the 
tint auspiees of the Indian (A.uncil of World Affairs and tl.e American 
Pu 'ili.' Relations, .some of tlie American deleiUes representing nU re.ts 

went so far as to ilrlie.ite tllat. ill their opinion, a sllltahle ceoilolille eliniatc uould 
in, hide the maximum possible freeilom from governmental regulations and les- 
traints. thereby l)y implieat ifm declaring their liostility to a planned economy. 
Under tlie.^e ci'rcumstances. 1 feel rather difident in making any recommendations 
in regard to tlie treatment of private foreign capital. I shall contine myselt to stating 

my opinion that : — 

(!) we sliould enter into no general or bilateral agreements in respect of the 
treatment of private foreign capital, 

(2) \\e should enter into ad hoc arrangements with each individual foreign 
enterprise that seeks to invest its capital in the country, 

(II) that all imports of private foreign capital into India .should be subjected 
to licencing, the grant of each licence being determined by mutual 
iicmtiation between Government and tlie investor concerned, the 
tenns being fixed on the merits of each case. 

I believe that what I have stated above is also what the Government of India 
has been following so far in regard to the treatment of private foreign capital ; and 
if my understanding is correct, I would extend my strong support to this policy. 

9. Finally, 1 would like to .say a word in regard to the Havana Charter of the 
rr’ r\ WfJfK/.iit ifixirtir iiit/* tin' <if fV>(» Ph-irlnr T wnidfl liUp to CXOreSS tho 



463 


goimg to be capable of practicable of realisation within the coming few years. Under 
the circumstances, I would like to suggest that India need not be in hurry to join 
the L T. O. and that she should follow a policy of waiting and watching to see how 
manr other countries join and in what way the organisation functions during the 
initial years of its existence before making up her own mind. 

10 In conclusion, I may be permitted to draw the Cominissioivs attention to 
the preeidential address delivered by me at the last ses-sion of the Indian Eco- 
nomic Conference where I had discussed the more general porble ms relating^ to 
economic development. I am enclosing copies of this address in the hope that they 
may also prove to be of some interest to the Commission. 

REPORT OF THE THIRD SESSION OF THE SUB-C05IMISS10N ON ECONO- 

MIC DEVELOPMENT 
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Aitnex. a. — Fina>'ci>g of Basic Economic Development 

Suggestions for the Creation of a Kev Inter?, ationol Agency by T’. K. B. I . Bao. 

1. Beasons for the projiosed organization. 

Whereas at present there is no international agency for : 

1. Financing projects of economic development in under-developed countries 
which are not Bnancially productive in a banking sense. 

2. Aiding under-developed countrUs in the preparation and/or the execution 
their programmes of economic develoi ment. 

3. Co-ordinating 

United Nations or its specialized agencies to the umier i 

ing the same with financial assi.stance. 

4. Prontoting or aiding in the rxe^dion of 

extending over more than one national frontier and not hkeh to be uj j y 

one of the countries concerned, on its own initiati\e. 

It is hereby suggested that a new i'"— ‘Z'-’ o? Sa ''' “ ' 
“The United Nations Economic Development Administi. 

2. Functions of the proposed oryanizalion 

The functions of CNEDA will be . 

•I \ 1 11 f^^ }pr«ilc vc*lolK*<.l countries in 

1. To make technical assistance available to under I 

preparing schemes for economic (le\eIo]>men 

2. To 

available to 
zed agencies. 

integrated and lead to a planned (l<-velo| 
cerned. . . 

3. To assist under-<leveU.,.ed 

personnel etc. required by tlu-m foi the execution of th. n p.o^r. 
development. 

4. To hnance or help to finaiiee such 

cannot be financed from the country > own resources and lor 

be asked for on strict business principles. 
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5. To promote and, if necessary undertake the 

3. Finances of the ‘proposed organization. 

The fund of UXEDA ''-‘"b" “itemed 

ments. These contributions ^^ ill be rn^e by ^ ^ also be subject 

of their economic recovery hy 1952. 

4. Principles of financial assistance to be rendered by the proposed orgamzalron. 

1. Financial assistance will be given only to under-develo^^co^lri^^^e 
list of countries coming under this category will ha 
tiona) agreement. 

e.ee^; tTS 

UNEDA itself may take the initiative by special arrangement with the Admmis 
tering Powers concerned. 

3. This assistance will apply only to projects which oannot toa^ed m^r 
bv its International Bank for Reconstruction and Development or by 
mei^^l^anceT by private foreign investments, but which, nevertheless, are baac 
S e^n^t^development and are expected eventually to result in an increa^ in 
Ltional productivity and a rise in the standard of Imng of the people concerne . 

4 Assistance will normally take the form of loans and not of grants, though 
terint'o7Te".d will lie libLl and the interest charged may be only nommal. 

0 Assistance will normally be made conditional on the receiving Pro- 

viding a share of the cost of the projects. In fact, in many cases, the 
country may be a.skcd to i>ruvide for a ob per cent, share ot tlie costs iinohed. 

General remarks 

rXFDA is not expectcfl to function as a pliilanthropic body, ready to give away 
monev*to under-developed countries asking for foreign funds. While it is true that 
it, uill be priinarilv concerned with projects not nornmlly passable by orthodox 
baukinu criteria, it'does not mean the financing of wildcat or sentimental schemes. 
Projects for economic development calling for the aid of UNEDA will have to stjuid 
economic test in the sense that their completion ,vill result in raising the produc- 
tivitv of the under-developed areas and the standard of living of their peop^s, 
laruelv bv proviiling the basic conditions for ensuring the efficient and succe^ul 

operation* of the more orthodox ' projects of economic development that may have 

been undertaken by these countries, or tliat they may want to undertake. 

UNEDA will thus be essentially a complement to other channels of foreign 
hnancint^ and mu.st not be regarded either as an alternative or a substitute to thew 
other clTanncls. Moreover, it will be expected to work in a business-like way; it 
will therefore, not begin its work in a grandiose and extravagant manner with a 
multitude of schemes, but will be expected to take up specific projects of urgent 
importance and proceed to expand its activities on the basis of experience of 
results achieved. The caution must also be added that the operation of technical 
and financial assistance by UNEDA will n«)t involve the setting up of a new inter- 
national bureaucracy interfering in tlie internal aflministratioii or life of the under- 
develoj)eil countries, but will be cunied out largely tliruugh the spceialixod agencies 
and. in all ca-es, in Ib.e t In-i 't pos<;ib!i- co-opt-ration with the governments of the 

'1 II iL'- -.-ii'i- ' f ‘-lu w hi' K j:eiue ktt-s t iiongh ini-» mo to meet 


*.\ii t I 

t liD inth-vusst ‘Vrul /.v 


•H 


h •v’.s.ni: I'u'ia its iuxusUnunt. 
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countries concerned ; and the assistance - 

to promote national self-reUance and Jh® EssentSly, 

tion to dispense with this .. t ...:n ^ork on economic criteria and 

therefore. UNEDA ^-ill be an organization tha^dl^or^^ 

help the under-developed countries to help themselves. 

Speaking realistically. I -st confess ^hatjor^ the "S' the U^itldllates 
bulk of the finances required b> UNEL). much smalW order of magnitude 

of America, but the amount Recovery Plan 

■than what the United States of Amen ^ bein^of a global character, fulfilling the 

*he framework of the United Nations Organization. 

The suggestions made above thl^b^^^o^f rncreu"^?^?. 

^ good deal of detailed to put forward this idea in the hope that 

Nevertheless, I have thought it ^ something urgent and concrete 

tttttention may be drawn to the impera oromotion of economic development 

being done by the United Natio^ for P P^^^^ cannot be done with- 
in the under-developed countnes > oa^nov which will, on the one hand, act 

out the setting-up of a new U“ted on the other, help to co-ordinate 

rndSttetfsapply "tch^c assistance to undcr-developed countnes. 


the university of CALCUTTA 


Introduction 


,ue replies to t.ic sperai 

al considerations winch wo reg. (\.„)„ii^sioi? ina<nuK-li as they do not appear 
aw the particular attention oi the ^luestionnairc. 

xro r^uoiVfHl their Dioper share ot attention in i 


The 
general c 
to draw 
to have received their propc 


if present and future considerations quaii > made out by showing 

a Oise for the continuance of -iccording to the criteria envisageti 

that the industry made satisfactory P;°^^^;^^.,tionnah What we want to eim 
in 1923 or mentioned m Q- 2^ f oarticularly of the desired set-up for the 
phasise is that considerations ot . c»iXle of our fiscal policy. The que^ lo 

whole economy, should be P"? 7 should not therefore receive too grea 

included under sections B and C of Part i siioi 

emphasis from the Commission. 

untallv nil classical cconoinios. 



466 


import'*— a consideration the importance of which ls- obvious 

quLtions faUing under Part 11. "Further, recent theoretical work confirms the 

popular idea tliat protection, even when it does not lead to a 

or quasi-monopolyrdistorts the pattern of income distribution m the 

in favour of the particular factor of production which happens to be 

scarce in the country concerned. In the case of India, t^ scarce ^ Sjcie 

from wliich it would follow that, on distributional grounds, there is a pruna facte 

cose against the establishment of a protective tariff in this country. 

Two of the considerations noted above, namely those relating to the weakness 
of the Free Tra<le case and to the balance of trade, might appear to strengthen the 
^•ase for Protection. But this appearance is due to the notion that Protoction is the 
only alternative to Free Trade. In reality the antithesis is substantially betw^ 
free importation and increased home-production, protection to private entorpme 
being only one of the alternative ways through which such increased home production 
can possibly be brought about. Such production may very well take pl^ 
through agencies other than private enterprise. The desirability of granting 
protection to private enterprise does not necessarily follow from the detects ot 
the free trade thesis, more so in view of the distributional consideration noted 

above. 


Tt will appear from the considerations urged above that an essential prc-requj,- 
site to tlie framing of a rational fiscal policy is a more oarefuUy formulated economic 
policy relating to priorities in the field of industrial production and to the place ot 
private enterprise in particular industries than is to be found in tlie Government ot 
India’s latest statement on industrial policy. 

QucMion 14.— The policy recommended by the Commission, unsatisfactory 
as it was, was made worse in its implementation by being observed more in the 
letter tlian in the spirit. Rigid compliance was almost always insisted upon with 
the three condition.s laid down by the Commission, and if on occasions the Tariff 
Board agreed to relax the conditions somewhat to meet a case of ob\ious injustice, 
tlie Go^e^nulent usually prevented this and rejected the Board’s recommendation. 
T)u* case of the gla.ss industry is typical in this category and it is well-known. The 
Tariff' Board made a unanimous recommendation for protection being granted to 
this industry, and held that its dependence on a single imported raw material, viz., 
soda ash. \Nas not a sufficient ground for refusal of protection. The Government, 
however, took the most unsympathetic view of the ca.se that was possible under the 
cireuinstances, and after sitting tight over the recommendation of the Board for 
three years, announced its decision to reject protection. 


Generally speal-ing, an industry was refused protection, if its interests clashed 
with the interests of British industries, however mueli it might have? been suitable 
otherwise for the grant of protection. In such cases, the Triple Formula operated 
with almost mechanical severity. The cement industry, the locomotive industry, 
the woollen iiulustry. an<l a largo number of other industries which were refused 
protection fall under this category. The heavy chemicals inclustry, which palpably 
fultilled ail the con<lition.s fi>r protection, and which ran counter to British commer- 
cial interests, was granted some protection, but this lasted for onlv eighteen months 
after wliieh it was left to make shift for itself. 


The su]tpleinentary mca?Nuris of a non-tiseal <haractcr rccomiiiendcd by the 
Fiscal ( ’Miiimission were generally well-conecivod, hnt. again their implementation 
wa?- half-licarted. The ad«qition of tiusc nieasnrc-s also dependc cl upon the question 
*vli' ther t lie\‘ w^mld k inflict w irii Brit ish interests. Tims, steps w ere taken counter- 
act the elfei t.< of the dejuc-i iaTi«in of Chinese and dapanese ex< hanges (e.f?. in the 
ease tif silk ainl serieulturc indtistry) or to safeguard an Iiuliart industry (c.J'. the 
tiiq)lat<^' indu.-try) fiotn the <lumping of American and German products, but when 
the interests of some British industry w’erc involved, generally no action was taken. 
Thus, it was widely alleged and substantiated with facts and figures, that the 
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• tt#»rvp the interests of British 

railway rates in this materfals and exporters of manufactured 

industries both as importers of nt cndor^eil the ijroposal of the Railway 

goods to India. The Fisef C— 

Committee for the note that the recommeialation of the 

such complaints. It is ^ ie, after nearly three decades, 

Commission was implemented only ’ 

by the National Government of Free Indu - 



it that the successful working 

Question 25.— The Fiscal Com'"'®";”" ' ‘„,e existence nf a ,>ernianent 

of the policy reeoininen(le<l by ‘'l™ y !pr„,„ent refused to appoint such a Board, 
Tariff Board. Largely because „,anifested themselves, 

various defects in the workmg of the pohoj . 

In the first place, the absence «/ •'' P"‘^;'",.7or even more, in tl.e a.loption of 
rahle delay, amounting ^eservin<> ca,ses. Thus no hell) was usuallv forth- 

necessary measures of . ^"dedT 

coming when it w as most urg > watch over the progress 

For the same reason ‘"'i’^dy^trv °emred to take things oisy umlcr the 

of a protected industry. Hence '"f„t,erlv to nationalise its ‘f 

shelter of a protective tariff, and '“’.'f * h,ive been, ha.l there been m 

organisational position.s, it was not ; „,e ^ght tiw. k .irof 

exttcnce a permanent tariff Board y „„,es,wry. threat of with.hau.d of 

tacts, pcrsmvsions ami admonitions, ami afso, 

protection. 



oKS^hU^th^^ntr.^^ ;; lOSO. m..;Hludess 

in Provincial taxation which, ,7,^ '^,iance <.f the relative hunlen < t laxts 

tended to accentuate the ’“"S*!; ■' e ireful considei atiuu was imt gu. U 

on different classes. Generally "P‘'“'' "?■ V,, s. 'me .-as-. Hrv 

did not t ike all factors mb. '.I.kuw imr.l.m ".i .Idb v.-ut . I.'.— • 

partioularlv from the .stand.pomi otth. 1.1 )f' 

r - ^ 1. ii.f , li HV ' • 



Ottawa agreements. 
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Question 16 . — ^Appears to be out of pLace in Section B. It can be best considered 
alor\g with Q^. 38 and 51 wliicli deal with factors in the formulation of a new fiscal 
policy, without anticipating the replies to these questions, the following observa- 
tions may be made : — 

The triple conditions laid down by the Fiscal Commission to determine eligi- 
bility for protection were too harsh, and thej’ were to some extent contradictory 
to one another. Thus an industry which proved to the satisfaction of the Tariff 
Board that it posses.sed “natural advantages”, thereby fulfilling the fij.st condition, 
had next to fulfil the condition that without the grant of protected it was not 
likely to develop at all” or “not likely to develop so rapidly as is desirable in the 
interests of the country”. Thus, it is obvious that the more was the fmst condition 
fulfilled, the less would be the possibility of fulfilling the second condition. 

It was quite wrong to demand that all the three conditions must be fulfilled at 
the same time. If the development of an industry was desirable in ^tional interest, 
and if such development was not likely in the absence of protection, i.c., if the second 
condition was fulfilled, there would be a sufficient ground for the grant of protection, 
even though the fir.st and the third conditions might be very imperfectly fulfilled or 
(in some extreme case.s) not fulfilled at all. To revert to the case of the glass industry, 
it fulfilled all the conditions except for a minor disqualification that one of the raw 
materials, t.e., soda ash had to be imported. Soda ash accounted for only 7 to 10 
per cent, of the total cost of manufacture. For this slight flaw in the c^e, the 
industry was refused protection- If an industry which imports some of its raw 
materials is viewed unfavourably as regards its ultimate prospects, and if it is for 
this rea.son con.sidered unsuitable for State assistance, the cotton and jute textile 
industry of Britain, tlxe iron and steel industry in Japiin and a large number of indus- 
tries elsewh»Te, would have never develo|>ed. 


TJius, tli(‘ triple formula of tj^. Fiscal Ciiiumission toftk a naiT*»w view c»f the 
fuiu-tiou of protection, and hiudcr«-d or f)r« vented tlie development of many desi- 
rable or essential industries. Perhe.ps there wa-; no otlier e^uintry wliere mi*re stiff 
.statal rd-: h.d been >et fa* tie- L'r.iut *»f pr>»teetion. A> has been well observed, 
tlie b >i‘mula u'oiild lia\c be«.-n quite appro pri.it e f< ir well developed indti-'^trial countries 
ha\ ing e. r- lati\cl\' few infa.nt imlustries. It is entirely unsuitable for an industrially 
baekw; rd iiul maiivU’ aurieultur.il country anxious to attain a hiuli decree of itidustrial 

* - » ^ c 

dt^velojiiiH-nt. 

Qn^‘.<tfiou 10. — 'I'he ehanees made in 1945 in tlu* oriirinal policy as la.id down by 
the Fisi-al Commission have lu*en for the better, so far as th«‘y go but tlcy are not 
adequate. Tlu' following furthe r ehauges are essential to ensure a proper d'*veIop- 
m<*nt of tlie Indian industrial economy ; — 


(1) C(»ndition (1) .set out in par.igraph 4 n's., that the industry ‘is established 
and conductctl on .sound business lines’ is the only condition wliich is obligatory, 
but it rule.s out, as did the 'Priple Formula of the Fiscal Commission, the grant of 
protection to an industry altogether new, one, that is, which can not yet be said, 
to be already e.stahli.'ihed on sound lines. It is necess<-ry, therefore, that this condi- 
tion sliould be modified in a suitable manner. 


(2) The question of grant of protection to a particular industry should be always 
viewed against the background of a planned industrial policy for tlie country as 
a wliole. Tlie jiolicy of piecemeal pmtection pursued so far h.is had no doubt the 
effect of .safeguardiug pariituilar industries from eecnoniie l)lizzaird< temporarily 
tliTcatcaiiig them, but tlieir ethwt from tin* all-round df'Velopmmital point of view’ 
has uot bcrii so con-piruoii-. TJie j oli> y of LTantiiiir protceiion only to industries 
which si-rk siu-Ii prot.-cTiou .-KouM l-o I... ..b.-r.-d in tV.\ our ->f a f..r\v;.rd policy of 
off rin r ;ir •ivi'.iou to Miitablr iivlu'.ri. >. Tjc p..li, v puroi< d so fur has 

I’-'-ulO'd ill 'U iinbalat...-.-.1 d-'V, f.| iii’-ut - . .;.r . .uomy ; b -r Vx.' mplo. it is only 

y r i.l-. i,idu - r. • '.s ui.- i -i > 1 r !i;t\ c \ cd ju-, ,ti'cli< ux au<l c-ipitc.l uot.'ds 

Uidu'',!',. ' iit’.c bccii .ibu'ot wic>l|\- iv^l.-i-tcil. 
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« sa CSK as !:s sasss- SI"™'™- 

nullified by the bad location f tin* nu rket or the source of r^w m;.t( rial, 

nitely inappropriate from th<- point > „ of location 1 e' jrc a!.T< i'ins.’ to grant [.ro- 

thc Tariff Bo..ra .should insist on f V„“Ved Nn Kanpirrand hiUcts ha 
tection. The steel bahng "a ' n.e Hnthed pr.alucts thence hack to 

transported from C Icutta to K' >tl» ^ tlie hn h , 

he avoided if the factory was set up m Calcutta. 

f 1Q*)Q 45 irDDortant 

Question 31.— (a) the war yea ^ The main features of 

place in the structure of India « ^t^rna can be summed up under the 

India’s balance of payments m ' blieaJons on service account 

following heads— (1) she an exporter of primary 

obligations were highly inelastic, *' j account were very 

.the fluctuations in the receipts acted 

«. .1... .0.1 P..0. 01 ® ;;r 

account, (2) impro\enient in j, emerf/eiiee oi Indi.i a> aii » - i 

■of prices of primary products ^ tlu* scope of goM .novenu-ut>. 

At the clo.e of the War, India’s .>alanoo 

But nevl-rtholess there are '’‘■;.'‘;r!ara 

figure much in India’s pre-wi ^ lui-'-^r^;; earn*; to be V.i! Vv 

aveiitge not moiv than o-o inJ I D^.^aud l^r t’crtain 

ecalc five or six tiinc.s greater ‘'-'I j r .placc.n.-^ c.uhl no l.mg. i 

urgently required for heavy arrears m u i-ur 

postponed. , , ...i,:,.!, ur-'se afttr the war 

The distinction between soft to arhiev. 



of hard currency areas. ,1 ,. diivetiou and di.'tnhuta.u of 

Besides, there remarkahlc e^ d,. serve elahor.utiou. 

India’s foreign trade wh.oh ar. . 


Pakistan 

Indian Union has been pre-war year . V;;, ifi.tune of 

Undivided India cxpor.ed 'tt “j is im|."V.mg > j, ,„illi..u tons 

and 2-7 million bales iff raw co t . - p 0 e 

about a million tons Ir.mi 1 akistan an t ^ ^ , ,.X|,or,o ‘'I ,,,,ui,,.uL. 

mostly from tliat eoimlry. si- good p. wUi. h ..on I h ' 

But even now Ih- In.Ua.i I „o i„d.br>. lor tlw |.ioU's,.li ,1, 


AJKH. V>VI 4 ---- 

respect. Wliat is required is a pi' 
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processing are now being enjoyed by foreign countries. As regards oil seeds, India’s 
export position should not deteriorate, for tJie oil seed acreage mostly belongs to the 
Indian Union. But as a matter of fact her exports of oil seeds in 1948 were only 
a fraction of tlie pre-w^r amount of about 1*2 million tons. This deterioration is 
due to a large increase in internal demand. The rise and growth of the Vanaspati 
industry i.s an important factor to be considered in this respect. 

Jute manufactures and tea have not lo.st ground among Indian Union’s export 
resources. Exports of tea totalled in 1948 159,608 tons valued at Rs. 55*8 crores 
against 160, OOu tons valued at Rs. 23 -4 crores of 1938-39. No country in the world 
ever set itself such stiff standards for tJie grant of protection. Jute manufacturers 
have also retained their prominent position in the export trade. 

But it is obvious that the Indian Union will hardly be able to ever regain the 
old position of an almost mechanical surplus of exporU over imports which was 
enjoyed by undivided India. 

\ye mu.st be very careful to develop our export resources. A well-thought omt 
plan is cxlremely neces.sary to stimulate oui* exports to hard currency areas. Jute 
mauufictures, tea, manganese and oil seeds are good hard currency earners. 


But there are many obstacles to the development of our exports. One is the- 
price factor. On account of high prices, Indian commodities are unable to with- 
stand competition of foreign goods in the world markets. Some commodities which 
can best win hard currency for us — such as tea, managanese and jute manufactures, 
are mdeed being diverted from hard currency to soft currency areas because of their 
prices. The value of such exports may be increasing but their volume has been- 
reduced. Inflation is at the root of these high prices. They are being diverted to- 
soft currency areas not only because Indian prices are pretty high but also because 
higher prices in t-erms of rupees are obtainable in soft currency areas, owing to acute 
inflationary conditions prevailing there. As the process of disinflation is intensified 
in dollar markets without excliangc adjustments, the diversion to soft currency areas- 
will be greater. 


On the import side, the most directly visible change is the large imports of 
lood-.stuRs. The deterioration in the ratio of exports to imports is mainly due to 
these food import.s. They are also one of the principal causes of our deficit with hard 
currency areas. In I94S our food imports from hard currency areas cost the Indian 
Union 100 million. It was 33^°o of the total cost of our fo^ imports and 66| %. 
of our net deficit with hard currency areas. If India is able to become self sufficient 
m respect to food by 1051, the ratio between exports an<l imports will considerably 
imjirove and the <ieficit will also be narrowed. 


India's curnnt transactions in 194S ivith different areas 

(In C’ror s of f upoes) 


STERLING .-XHEA 

AREAS 

OTHER AREAS 

Receipts 

1 

I'o\-mi>nts Net 

' 1 

1 

Hcccij't.s ruyinnitH Net 

1 

Receipts Pay- 
m^nta 

Net 

1 

313 1 

37(5 U — (5.3 8 

148 3 107-fl - 49-0 

1 — '■ *1 ■ 1 ^ ■ 

so 7 n2-s 

~12*1 


Quc-slion 43 . — In urging export control for safeguarding the domestic consumer 
against critical shortagc.s and covering donu'stie .supplies of raw materials for the 
benetit of home indu.-strics. one may be a{)t to take mueh too rigi.I and exacting a 
view of internal rccpiirements. Otie should not forget that if export opportunities 
are not y»rt)\ ided that itself might lead to low produetieai. The ithdrawal of export 
restrictions or their removal altogether is not likely to be followed immediateiy by 
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6uch an outflow of materials as to Ijc prejuflicial to domestic interests. Lon-ign 
exchange in every country is not plentiful as to be easily and thoughtlessly 
squandered away. There are certainly some commodities at least uiiere export 
control can be immediately lifted. I’anaspati has a good case in this re-'^pect. i hc 
case of oil seeds may also be seriously con.siflered in tliis connection. 

The framers of questionnaire have not raised the issue of destinationa! res- 
trictions. It should have certainlv occurred to them for it is of vital importance in 
view of the post-war distinction between hard and soft currency areas and India’s 
current deficit with dollar and hard currency areas. So long as this deficit persists, 
export restrictions must continue over destinations. The present restrictions appear 
to have diverted exports to a considerable extent to hard currrency areas. Higher 
prices offered by soft currency areas are, however, rediverting some of India’s ex- 
ports, such as Jute manufactures, tea and manganese from hard currency to soft 
currency areas. The present pattern of destinational quotas may have to be conti- 
nued for some time, though not necessarily in the same rigid form as at present. 

It is imperative that careful attention should be paid to the development of those 
exports particularly which are able to earn hard currencies. 

Question 47 The choice between various alternative forms of protection should 

depend upon the followng considerations (1) the nature of the dutiable commodity. 

(2) the degree of specialisation to which the commodity in question inay be subjec ted, 

(3) the deWe of sensitiveness of the commodity to cyclical or secular price fluctua- 
tions, (4) adequacy of protective effect, (5) revenue considerations, (b) elasticity of 
home demand for the commodity and (7) administrative considerations. 

(1) Even if it is deemed to be desirable to impose a spccilic duty, it may not 
be practicable to do so unless there is some rlofinite and invariable physical ciuahty 
or attribute of the dutiable commodity on which a spccitic dut\ ma\ he 

duty based on a phvsical condition winch is not essential or iiecuhar to tlic commo<lil> 
may easily be evadc-d. An ad valorem duty becomes tlie only chmec in --lu li casts. 

(2) If there arc different grades or qualities of a didiable 

valorem duty affords a more or less equitable distribution of the of 

since the effective rate of protection varies witli the prices, o o j ' “ ^ 

the commodity. A simple specific duty suffers from a 

absolute amount of the duty tends to be the same on a cheap as c ■ ‘ ■ 

quality of the article. But this disadvantage may bo overcome 

question admits of adequate specialisation. If it .i ,„,t bo 

specific rate for every important grade or quality of a commo* , ,i,,i .idv d^*- 

aiy excessive burden falling on the lower-grade \ h oomnloditv 

mandod by the i>oorer section of domestic consumers. I, lew 1,,. served at 

does not permit of much speciali-sation, the protective purpose ma> be .orM.l, 
the least cost of society, by the imposition of an ad valorem t u j. 

(3) A specific duty tends to bo less burdensome but ove^ 

the price of a dutiable commodity goes up, and more nm t opjiosite 

protective when the price goes down. An y ' I sensitive, 

effect. If the price of the commodity in question ls eye ' - seems to be tlie 

a compound duty containing both specific and nwr-nrotective efl.H t of a 

best possible device, since that would at once mitigate tin I period 

purely specific duty and the under-protective effect of an ad ; as 

falling prices, and also lessen the excessive Imrden <'* •'** ' ,.^.i io.j of risi ng 

compensate the inadequate protectiveness of a spccilic < » . i ,,i pnro-s. an 

prices. If the dutiable commodity oxl.ibits a secular ' '''V;: 1 ‘.Ls of snorilic 

vaioren duty is the appropriate choice. But since tin n- iplicrs’ or co- 

duties in the face of falling prices may be ovorcorne by m<Mii> “ ohanoes in 

^flficients' witU .which tho amount of tlio duty is altered oiivunia- 

pnees, specific duties might easily replace an ad valore//i 
tannes as well« | 
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M) The protective effect of a speciHc duty is liable to be fritterrl away unde 
conditions of rising prices, while that of an ad valorem duty dwindles under fidhag 
nrices A compound duty containing both specific an:l ad valorem elernents there- 
fore assures a decree of stability of protection in all stages of a cyclical price fluc- 
tuation which cannot be obtained from specific duties alone or froin 
duties alone. But, as already noted, the short-comings of specific duties m this 
regZd may be largely overcome by means of ‘multipUers’ or ‘co-efficients . 

151 In strict theory, the choice between different forms of protection should be 
made on the basis of a comparative assessment of their relative effimencira for purely 
motLSrvrpi^poses. Revenue considerations should pUy no part in tlm matter 
NevertholeS, in the context of our present financial position, the productiveness of 
alternative forma of protection should not. in our opmion, be altogetheygnored, 
^ough the protective aspect of the problem should receive over-ndmg coMideration. . 
If fof example, it is found that the protective effect of an ad valor^ duty is identic^ 
with that of a specific duty, the final choice should be made on the basis of the re- 
lative advantages of the two alternative forms of protection from the revenue point 

of view. 

(ft) The choice between specific and ad valorem duties cannot be scientifically 
made witliout consMeration of the degree of elasticity of home deman'l for dutiable 
imports If the domestic demand happens to be relatively elastic, the jirotective 
effect will be gieat'>r for a specific duty than tor an al valorem duty in a period of 
falUiig import prices, aivl this protective effect is likely to be aggravated it tailing 
imports T)iiccs ar* accmoanierl liy fallinc: domestic prices. The issue seems to bo 
clinche.l against spe-iti.- import duties, if ovcr-protoction is to be avocled. If horn 
evi l- priers at home and import prices move in opposite directions, the case lor the 
imposition of specific duties b.^comes cpiite stromr under the above sot of circumstan- 
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In a perio'.l of rising imjjort prices unaccompanied by rising domestic prices aB- 
ad valorem dutv will teml to be more protective than a specific duty. If th? d )meSi«- 
tic demand is elastic, the protectiveness of an ad valorem duty will be further en- 
hanced If oN-or-protectiveness Is to be avoided, the case seems to be made out tor 
the imposition of specific duties under these circumstances. The objections against 
the imposition of ai valorem duties, however, lose much of their force, if rising import: 
prices are accompanied by rising domestic prices. 

(7) From the purely administrative point of view, specific duties can be much 
more effectively enforced than ad valorem duties. Since the basis of specific duties 
is some phy.sical attribute wliich is a matter of fact, while the basis of ad valorem 
duties is valuation which is a matter of opinion, specific duties offer far lesser scope- 
for evasion and corruption than do ad valorem iluties. Administrative consirlera- 
tions thus seem to clinch the issue in favour of specific duties with a high degree of 
specialisation and .supplemented by proper ‘multipliers’ -or ‘co-efficients’. Generally 
speaking, the imposition of ad valorem fluties should be confined only to those cate- 
gories of commodities which do not offer any reliable basis for the imposition of 
specific duties. But even in these eases, tlie basis of valuation should be tho- 
domostic price rather than the price at the place of origin. 


Conclusions 

We favour an empirical approach to the problem of framing our future pattern 
of tariff protection. It is neccs.sary to weigh carefully the pros and cons of alter- 
native forms of protection for ever 3 - single protected item. While a specialised forme 
of specific duties should occupy the centre of the stage,, there is likely to be muclr 
room for compound duty, and some room for purely oii valorem duties as well as for 
alternative duties. Above all, it is necessary to evolve a system which offers the* 
least amount of loop-hole for corruption and evasion . 
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5-5 — (ff) We are of tl.o opinion that the recently o^tal.li.shed lieln^trial 
for aisUtance where such a motl>o-l of hnanee uoul 1 

tla-ss^t— 

it to assist partnerships and limitci liability companies. 

j* 'ft {,w Xt h\ The essence of planning is the co-ordinated de\clop- 

SSi'Xw b” “A f. 

follows that the setting up of a ^ this or- 

general. In particular, it shou method of od hoc rominittecs. consisting 

opinion with their own as poj^ib . Uefore the nlannln*' (.inani'atinn comes 

of such experts, ought to be tully explored is t),-r. f..ie 

t a decision of its own. Th.- l al ,„ ,,„li,..y. 

three-foid. Finst. an ovcr-ail i''"‘';‘‘‘‘;{ ' ^ .1^0, V, n ' t.. l.., .„ tha. y „nd 
Secondiv, a Tariff Conn.ubo.,,. land otlio hoditb, h 1 i ^ ,,,;„y„it 

executhtg the poiicy when Icnuiatcd. One Vf, .,i„n. Tniidly. od 

touch with the industries wlueh have ,.„,,„i,i.., end - il.mit 

hoc committees ot ex|perts uhu h v-i ‘-‘V f'*i’ Uoa' in-' liiu w- ik 

reports to the Tariff Comm.s:5i'.n whf h uiU ■' - ,t wns ..ssi nti.il t-i the 

of thess co.umittces and ndernn. .Iwir ‘-I'''';.; ' ' ' , , ,„..,„ns„tion. 

co-ordination) for tlic conddcration ol tin- ycnci.d pluiniii- 

Question; 77 and ii.-As the work -f '“"'Jj-":;;;;;;';™ Imld'L 

more comidox, it is es-sontiai tiiat a si«tial ‘’‘'■r' .' j, ,|iouid tjc a iierma- 

aet up os an mtegrai part ot the pianmnu org.a s^ speciat cxporicncc rcipdrod 

nent body goes without question. But the t . uoith pomlering over. 

in a member of the Tariff industries will bo conducted 

We have supposed that enquiries relating o r those particular lines of 

by ad hoc committees ..hi..!,! he composcMl not SO invieh of 

industry. If this is so. the Tariff nati^ of the work must be 

businei experts, as of Tariff experts. Ihe technical natur 

reflected in the composition of the bods. . . , , ♦ • nd it 

Questions 82 and S3.— This pioc-edure has in-lustries are 

is. of course, incompatible with sound plannm^ •- * initiiitivo. set up taiizets 

concerned, it is for the planning commission ‘ i *i imiustrius to leach their 
and adopt such fiscal and non-fiscal moa.sures as ‘ . in whieh iirivato 

targets without undue delay. As regards other nn s industrial Policy) it is 
enterprise will be allowed to operate (tude p].,nnin'' Commission, hut ttie 

cult to see how the initiative can be taken b\ *:J5i need imt bo the only 

consideration of application from industries see mg I Commission to conduct 

method — it should be supplemented by giving ^ • u necessarv. So far as now 

enquiries on particular industries as and 'vh®/' ^ .tiwxr the machinery of control of 
industries are concerned, it is worth considering « uf Tariff Commission (all of 

capital Issues should not work in close harmony such case.s. 

these being parts of the general planning machmerjj • . So far as fiscal 

There remains the case of small and bo given the benefit 

measures are found suitable for their development, y . this a careful 

of those measures without being compelled ^ he found that in this field 

survey of their requirements will be nece^ry. ^ measures. lu 

non«&cal measures will be more appropriate than nso reaults of the survey 

wiU be for the pUnning organisaUan to take into account the resu 
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and accept such of its recommendations as can be Rtted into the general structure 

of a Plan. . .. 

f v.» We h ive all along supposed that the poUcy regarding the suitability 

Qiie-sUou 6 /.— UenaveaiiHiougsupi formulated bv the general planning 

and the appropriate form ot piotection is r comprehensive or- 

commission. The Tariff Board, as a f 

ganisatioii, wiU be required betweenthe Government and the planning 

lody, and not that between the 1 S^Wte ?espoi£ibility. 

It il’difficult to see how the government can ParLment are 

eepeciaUy m our present OTgaSsation and if its reports can he 

given some J ensw^ that recommendations are not pigeon-holed 

publicly discussed, the object ot ensuring m^ifF Board is a body of experts on 


department 


t'lit'ii 


CALCUTTA UNIVERSITY 


^ — 

as ^ated in the 

^ ; ns . b ows --To assure a large and stea.lUy- growing volume of real 
charter to increase the production, consumption and exchange 

moome tm chec 1 ^ balanced and expanding world economy . 

?f r"‘ n l!;; oted that Uie world economic or.ler aimed at here must be both expan- 
It has to order that both these conditions arc satisfied it is necessary 

ding le a stiadilv growing volume of real income in each 

not merelj ^ ^^Igo that the existing disparities between the 

f^'^i f LonomV development of backward and advanced countries should be pro- 
levels of econom nther words the world economy as a whole must be ex- 

gressively ^ sectors of tlie world economy must be mutually “balanced” 

Cl hr ordirto introduce such balance great economic disparities between different 
countries must be eliminated. 

Subioct to our unconditional acceptance of the first objective as errplained above, 
® 'St the remaining five objectives stated in Chapter I of the charter m so far as 
rberaro consistent rvitb the first objective, and feel constrained to qualify our accep- 
teSe of the remaining objectives in so far as they are mcongruous rvith or repug- 

nant of the first. 

We consider it necessary- to point out that incongruity of the remaining five 
oKiertives with the first one is not wholly lackmg. and we feel it proper Jo draw 
Stention to a few cases of such incongruity. The fourth objective stated m Chapter 
T the Charter envisages the promotion on a reciprocal and mutually advantageous 

1 of “the reduction of taiifl's and other barriers to trade and the elimination of 
iminatorv treatment in international eommerce”. Reduction of tariffs and other 
Wrors to trade should certainly be adopted where it is mutually advantageous, 
b t what has not been indicated in the statement of this objective and what needs 
nffirmatioi/ is that fur the rapid development of backward countries contributing 
to the eventual emergence of a balanced world economy, a reduction of tarifis m 
such countries may well be inadvisable and the actual raising of tariffs and the adop- 
tion of certain barriers to trade may, for a time, be desirable. In framing our ideas 
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of tne desiratility or other^iPe of protective '"tte Ms- 

SErHSiSiSSS^" 

economic situations of different countnes (diniinaTi(in <^f 

requirements of all countries. * • V.-i /iT«rnmiratic n. We sut:jrest 

crimination as such, but the elimination of iinprm b rH^rrimination. H f^arrl for 

that of the principles umlerlyin^r wise ami and con^hk-rat ions 

unequal development of different par^ as between sav. India an<l Pakistan) 

arising from geographical contiguitj (such as exi. . 

may be another. t - u 

Similar comments may be made on the the 

contemplates “the enjoyment by M?^YcVwhich are needed for their economic 
markets, products and productne facihtit. 

prosperity and development.” 

The conflict between the first basic 

maining objectives is not accidental, but ^ trade of all those restrictive 

tion of the Charter with the task of freeing • interests of the ccom mieally 

practices, which appear to ’ relative neglect of the need of i romoting 

dominant countries of the vorkl, and o « , . r rk,. Charter is on measures cal- 

a balanced world economy, The investment”, 

culatcd “to encourage the mtern^ional A harriers to trade”, and so on. Wnle 
“to promote the reduction of tariffs he made subsen ient to, and 

Buch measures are not necessarily nn\\ e . ^ of promoting a balanced 

should, if necessary, be modified ^ itself, nieasuns designed to 

and expanding world economy. In th received prime attention, and the 

duce free flow of goods and capital seem ^ accommodated only in so 

need of promotinl a balanced world ,i^ the origin of the basic 

far as it consists with such measures. It ben 

weakness of the Charter and its objec n » • i i , .nfnt uul 

...-The provisions and 

reconstruction of backward countries fall fai short oi 4 

Question 91. — Be: Provisions : from the point of view of 

The provisions in the WkwXr^untrils like India. Though the 

supply of capital and technical skill to subiect of Economic Oi vclopmciit 

charter of the I.T.O. devotes a full chap cr solution of the problem is insigni- 

and Reconstruction, its actual contr.but.on to tlio solut.on 

ficant. 



of such distribution. Altogctlicr, one ^ inc mtcniaiivcai ilou ;o 

tion is more concerned with layimi dosMi con< ,.,,unti v ilat in< a>uic i-l capi a^ 

capital than with the objective ot securing <' • ^ piuuo'c ot economiv 

and technical skill which it actually uccmIs ior its 
development and reconstruction. 

18 M of Com. 
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It is suggested, therefore, that to give wHh the pri- 

as laid down in Chapter III provision Ind irith sufB- 

mary objective of fostering the ^ . The recent U-N-S 36 m. plan for 

cient capital and other resources at * ; recarded as an attempt in this 

economic assistance to backward countne y foHaboration with other allied 

direction. Such an agency will no ^ u ^^d tL IMF, but its main task 

international organisations such as the Morld Bank and the 

w ill be to promote economic development m backw a ..... 

In the next place, the charter ™Xcriminati^^^ 

between foreign investments. This pnnciple another country from which 

capital-hungr; country from offering better te--- from other 

it receives larger supply of between non-discrimination of products 

countries. There can be no strict analogy between non 

and non-discrimination of factors of production. 

Re : Safeguard-^. 

Kegardinp safeguards, these fall short of India's requirements in the following 

respects: — , i • + 1 , ««=« 

(0 Our power to levy thc'subjkt'oTrt “iff coiJcessim by 

of au iudustry the product of winch has *"<: tariff in such a case, 

direct negotiation witl. which wouhl be difficult to get 

three ylars" Thi's wTll'not^nly hampe" W'fLt ^ AerXre 

notice, provided such release IS required for p ^ „f the case of the industry 

ry1re‘¥rriff“Bo:"/°“liirtng the Tariff Board will be required 

cOT^deJany Report that the I.T.O. may think fit to submit on the matter. 

(ii) We have no power, except with the prior approval of t^^Opanizatan 

bet vein ist January. ihJh and iMlb March. 104S. and the approval of 
Hm II such cases, ihough necessary, is mandatory. There is no 

r linir MiircK '^4 l*)4S u'? a (Icncilrno for thi^ purpose aud such restnctions 
he”a low^d f r he ,;ur pos; of in,lu.strics started a’lso after this date. It ^ "ot con eu- 
led hat qu.antit:itiv.. restrictions arc in themselves particularty < 
not antic, pated tl.at such restrictions w ill he very largely used, it <'>l'owe L 

more Ilex blc ami generaUv more effective, they haven place m the 

»i V and thev mav la- taken a.lvantagc of with discretion. It is suggested that 
their use sh«iu!d be p- iniittcd in umicr-dcvchqicd countries like India for thede\e op- 
m.-nt of nev indn.-trics. !.r.. industries started since 1039. 

(In, sfi. f< — The ti-Tiiis and ci iiditii ns pnq osed in the cluirtcr with respect to 
Oi) ciisiing foreign capital and (/>) new h>u-ign invcstincnt.^arc couched ^i^ 
u4 gciicrnl terms, and cither too little or too much may be read into them. A 
caV'ial-recciving country is recognised as having the right. 

(11 “to take any ayipropriate safeguards necessary to assure that foreign 
investment is not used as a basis for interferenee in its internal affairs or nationa 

policies”; 
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( 2 ) “to determine whetl.er and to r>hat extent and upon vshat termB it will 
^Olow future foreign investments” ; 


uture loreign i w,* nw-ner 

( 3 ) “to preseribe and give efleet on just terms to requ.rentents as 

«hip of existing and future investments , and 


F existing ana nuure iii\ , 

, 4 ) “to preseribe and give efteet to other reasonable requ.ren.ents 
pect to existing and future investments ; 


tu i* u • 

"JT" " 

between foreign investments ; and^^ ^ ^ ^ consultutkn or 

(‘i\ “unon the request of any Memutr •••:•* tr ,iiv aceeutable of an 


ement" relating to .Ir-tcrmine 

It thus appears tltat while a Y' ''4 v 

the conditions for the -t^^ol new eap u 


the eondiiions for the entry of new -'I''';'* 't;;!'' “ .rSa bc^n ad.ni.ted. Any 
free to vary the conditions w* ^vorking of foreign-capital 

■ prescriptions it makes thc^<mner._i^^^ stated in A-\rtiele 11 . 


p;;;sc;^«;;^ it makes regardh^,.lm — i, 
must be “just” and “reasonable . In par ... territorv injurious to the 

take no “unreasonable or in the enterprise, ‘skills, capital, arts 


“i;;;;ason.d.le or unj-Himl e act urn -mu 

:?'j::.^<;C"bil‘t;::?h^-upi^^ 


jchnology whicii tney ua>^ ai<criminate 

The above may me.n that 
tis between home capital and ore b ..barter takes awav valuable rights o . 
lation, nationalisation etc. If would dVpend, however, upon the 

guarding national interests in special cas . ^ ^ ..^..„,.,onable ’, and upon the autlioritj 


lai^ion, Muen ^voulu , 

guarding national interests in , „„<! ‘ reasonable ’, and upon the 

hiterpretation put upon the '“interpretation. It appears that 

qualified to give final verdict o \L*ith some outside authority. 

i^sts, not with the borrowing ^^^^""oeLaureTor settlement ot all 

VIII of the charter lays down a detad p interpretation of what ib )U 

between members, and ® l^^trictive prescriptions on foreign 

.and “reasonable” in the context ^er. The procedure mclude. arbitra- 

certainly come under the purview . settle the disputi^ it 

tion in the 6 rst instance, and if ^^^bitr X.T.O. the General ' X 

oessive stages to the Executive oa , ^ jt is thus evident that 

finally, to lie Court eapiud within it» territory i. ^onio 

a country to regulate the ‘tout. ‘ol. 

measure at least subject to )i 

» X* 



The 
country 
agreement 
entry of 
tions of 
country 
once gi\ 

etc. be 

continued enjoyment 

1 111. ..11 


contmuea enjoyment 01 cAiai'**,- i .... ii> review, m •;: . 

country should be allowed to reserve the to nationalise h.rb i^n a..s 

on which it initially invited capital, f ^ of' due compensation. 

after giving reasonable notice and wi lO nts is also unaccept- 

able, for reasons already stated m rep y 
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Que^iions 93 and P^.-The broad lines of commercial 
Chapter IV are acceptable subject, houerer, to objections on the grounds noted 

below : — 

(0 Sacrifice of authority to apply quantitative restrictions, ® 

criminatorv character, to safeguard industries started after March 24, 1948. 
objection has been stated more fully m reply to Q. 91. 

(it) Sacrifice of autlioritv for a period extending up to three years to 

on industry by raising our tariff in case the product of the industry 

ly the subject of a tariff concession. This objection also has been stated more tu y 

in reply to Q. 91- 

(lii) ilthoucih a country suffering from balance of payments clifficulty is 
p rmiuid to impose quantitative restrictions to correct its P°n of feet as 

ktion may be challenged by any other member eoiinti^ °f_“„ten 

to whethe? the actual position of the external balance justified the measures taken. 
Jn such an event the final decision on the question of fact would rest ith the • 
Jt may be noted incidentally that on the IlIF the United States commands ^ 
of votes. This seriously detracts from tlie value of the freedom to 5"^“; 

tive restrictions on balance of payments ground, ^one but the country , 

volved can judge the safety line for its resources of foreign exchange. While tne 

authority for deciding the margin of safety re^rdmg our forei^ Ha^^^hether 

should rest with our own government the IMF may be permitted to judge ^hether 

the quantitative restrictions adopted exceed the requirements of the situation. 

Qtiestion 95.— The obligations under the Charter are not absolute in most^^ cases 
but are subject to various excepfions, commonly kr.on-n as escape clauses . Ihe 
obligations should not prove harmful to our country if advantage is taken ot these 

exceptions in apjiropriate circumstances. 

Question .96'.— Yes, subject to tlie acceptance of certain modifications of the pro- 
visions of the charter along the lines already suggested. Moreover, we should keep 
a continuous watch on how the provisions of the charter react on our economy, ana 
allow the experiences thus gained to determine our future attitude. 

Question 97 . — Does not arise. 


PROF. D. R. GADGIL, BOMBAY 

The main problem set before the Fiscal Commission is that of the protection- 
and assistance to influstries and the recommendations of the Commission will depend 
on the nianiKT in which the Commission views this otmtial problem. It is generally 
expected tliat the point of view of this Fiscal Coniinission will differ greatly from 
the point of view adopted by tlie Fiscal Commission of 1922. The writers of oven 
the minutes of dis.sent to the report of the 1922 Fiscal Commission did not go beyond! 
advocating a somewhat liberal interpretation of the con<litions uiifler which, within 
the general framework of a. laisses faire economy, protection to an industry should 
be tiiou^ht ju.stified and shouhl be granted. There was then broad agreement 
that Government could not he cxpecttul to go much further than to remove or 
counteract the effects of factors that may temiiorarily or otherwise obstruct gro%vth 
of normal industrial activity. Government policy was looked upon as playing a 
role (Idinitclv in tie- Kacktrr' aind. th • main devdofunent heinir left to the operation 
of oidinarv f'*rees of what w is r'*n>.iil* r<-d to he an economy of free markets and 

private ciiUTprise. 

The attitude of even the ^t^on’.ie';t cliampiMiis of private enterprise in India 
is no loic'cr the .same today. Planning has Iieen adopte<l a.s a slogan not only by 
all political parties hut al>o Viy all shades of economic intere.sts. The activity of 
the industrial panels appointed during war by the Government of India and the- 
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types of recommendations they rn^e 

■working of natural - ‘ (lefinite direction within a comparatively short 

lated development to take place in d . . guit^ on the recommendatiooB 

time. If the plannmg pomt ' of the rtew point 

of the Fiscal Comm.s.on shou d be a h™h _The mam o. 

of view appear to be as *ol)ovs ,i;L!.tinns to be attaine^l witliin a given period. 

productive activity ^ . „-™p flet-iil over time and space. Tlic first 

(2) The distribution of the targets in som ‘ v-irious targets and a broad 

involves some idea of the the second in- 

volves distribution of the f J amrover successive years. In 

proportions over the cliffeient par nirtieular the doterminution of 

?elaLn to industrialisation ‘he bdter — ,^ui ^ 

the location of new units. ^bove which have <lircct connection with 

aspects; only those aspects ha\ e j j iiitegration of industrial jiroduction 

industrial policy. At the same tmi ■ acthitv cannot be iL'nored. Many 

targets with targets in other fields o tan'c'ts of a<jrieultural production 

industrial taigets are ‘“timatclv con^ targets are aUo 

and production ol other materials \\ rh.vcloDinent an<l tumets ol import 

inthi^ately connected with targets ol ‘ran^port < ^ progress of 

and export allocations of specific P'""^ ,„eans the adoption of the tcclim.pie 
industrialisation as part of a V'^"' ** , 'iinioue over tl.e major field ol economic 

Of planning and of measures suite.l to touard^ thi> objective there 

activity. If there is any large well I***; ‘ j in-lepeiid.-ntly the rii of 

would be no question ot /.V' ' ..^i^nurv reiiuiied to iiuin^mept .<ut h 

assistance to individual iiuiustries ai ie^’ -m h as b\ WiUV.oU^ import 

assistance. In that event. l.e pa, , ofia^o --ral „ le a:- 

duties levied on the iinioit ol paitm a 1 ^ ^,1 i liv;c^Th< -Ic 'I'l ui. -V -i- 

Ota plan ol import and <xio,t l',' and -poh. y woald „ a he 

the machineiy for implementation p,,.,; Mevi-ed t... mipleiiiei,^ i,-, al 

required to differ in any essential from tin m.itlimeit ^ 

economic planning. . of 

The first point to be considered in to be cuu.-ji- 

the Fiscal Commission is, 1' ^Vveiiiuieii^ mav m.ou frame or imt. la 

dered as part of an overall plan w hie ‘ ^ ^\,>iU a- that ot co- 

the foimer event it may have to take a ,.\-iiniuiiv' tin- rei-oinnu ndat mn.s ot 

ordinating and collating and I'*’'. ./o in fair detail into .luc^tinns ot the 

the industrial imnels and it particular b.dain e ol imports 

general balance of payments pm U-rials and liui-l.ed piodmts. 

or exports of important specific which the Fiscal Com- 

The rLge of variation of the bnckgroim.i coi as follows ; At one e.xtrciuo 

mUsion may make^ recommendations can ' pn-pared and executed 

it may visualise t^^vorking oi a ;‘**’' * , ,»\,lan .ietailcd target^ would 

under the aegis of ij? central authoritj- uouhl operate direi tiy and mdiitc 

bo laid down and various government ‘'j . ^ ^ Fiscal Commission luuy 

tly to see that they were attained.^ It ma> Und no.hine in edl^r 

consider 
the 

may take the view that the hulk ol 1’*^“"'"'- ' siM-.'itiA t^'"' ' 
main, formal ami empty an<l that even n ^ "’’A 

authority they are to he considered moie J' that iny' 'b ' ’bi -teps 

active governmental policy, that at aii\ la » ^ ^ i,,i,iii.b in th'' d'.uMin 

would be taken by Governmeiil lor their a -n ' ' ' . p,,. i-ju t-.X' li iiw*' r- '' -m acs 

of import and export policy and lor the con>e ,.,-,.i.,t,.rc. I-'J the rt sl. industnal 

would operate interinittantly and q ,7tiv-fSior and cntcrprcinmr. U may 

development would bo a matter tor the priN a * 1 ,;.. tiiU matter of met a realistic 
not be possible for the Commission to take even this luu 
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view. It would then have to import into the 

which may appear to be lacking m it at . w to which Govern- 

situation is rationaliser! the mam difFerences ^yill ® ^^.^rise is supposed: 

ment policy relies on private enterprise and to which private enterprise pp 

to be given freedom to act. 

In all this the dominant consideration is that if 
to take place throiipli the activities of private investor^ and ent p ^ 
be related to definite tarpe.ts and definite a policy 

a plan and announce objectives. It may aLso, ^ ends and 
by which private persons seeking profits "c directe ^ ,,g 

repelled from certain others. Ibe economic field in fact, 

bleins as that of the depressed areas in L'.K. in tlie thirties. t-O lo ^ nnernnloved* 

Tl.elo was no direct Government intervention and the state contented itself with 
Attempt at ,m,.,i,,ulati..n of general conditions, mider which I’"'’"’' f 
Another illustration inav be dravn from recent Indian expenonw. Ihe Gmorn 
ment of India niav flcsiro a certain distribution of arable acreages between diffeimit 
cCis For biiin-in.^ this distribution about it may conduct propaganda, offer 
subsidies or manipulate the prices of certain agricultural 

ftffftctivenoss of propaganda or subsidies could not be forecast with an\ certainty anci 
“ i e wholl «hmne of relative agricultural prices wa.s under control and could 
be adeouatch- manipulated even this important force would work with uncertainty 
If ivlr l^^lnni.le. cereal prices were pushed up in order to encourage production of 
foodgrains. at the same time as cotton and groundnut prices moved up e\en more 
than iiroportionatelv. cereal price manipulation should ob\ lousU pro^ e inoffcc- 
tive. In the same time way results of Government attempts to oncourage parti- 
cular in-lustrial etVoit woiihl dej end on a great many external factors 
Government would not be exereisiiig any direet control e.g., conditions obtaining 

in the ( npital aiul the commodity maiktits. 

The point mav be emphnsize<l with reference to the questionnaire of the Fiscal 
Commission. It should be po.ksiblc for the Commission to assume agremnont on a 
certain mimher of ]ioints. A-xieeincnt eouhl. for- example, be as.sume<l in relation 
to the <Iesiral.ility of eiaisiderable overall iinUistrial expansion and the necKl tor an 
a<ii\c‘ oliieial jiolicv for bringiini this aliout. Also, in the light of its terms of 
reffionce. it does not appear :<> be very unport ant for the Commission to consider 
ill a fiindamenlal way tiiiestions sueli as those of agii-ulturc. population and 
lab' ur. The unduly large p? .-j .'! t i.-n . f ]iers<ms emplo\e<l in agrienlture, the 
ovetwliiflmiiiLdv laree aiui growinj heiian population or the eom]'aratively low 
efli'ioncv of all kinds of pro,linii\i- aiti\ily in India may well be taken for 
gTanle-il. So also is th<-re little room for dilVerem e of ojiinion on the need for 
laiee capital assists, obtained even from abroa«l if those are available on reasonable 
terms. .A real problem. howc\er. ari.ses when the jtroblems of the pattern of 
iji<lu>trialisatioii or the balame ,.f j avments are a]']uoa<-luMl. "What for example 
is the purpi'Se of visualising a pattern of iiulustrialisation t i.s it related to the 
inaiuteaanee of exisiiiu.' ]Uopotti')ns of \arious activities or brineing about a 
(•!;;, itLcd s\ stem t>t .saieli j.iojonionv d’.tiing a jaiifiil of tinu'^ 'Fo consivler an 
ill-tame, the i ela t ii ns la-t \\ eeu imi-hani.-ed and haml imlustry have been examined 
b\ uian\' ( i iiiuiitti'es in the jiast. Cei tain desirabh* jiatterns ami certain measures 
for acliieviue thcise liavo also been imlieatiMl by All-Imlia or Provincial f'ommittees 
for s|.( itie industries siuh as b.indhu'm iiulustrv or the country oil press. It 
has been universal experience that action «*f the typi^ reccimmended by connnitteos 
or otherwise has so far proved futile in the face of any strong economic pressure.. 
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In the same there has been vagae U^ o^ or 

as long as no stringent of an adequate solution of the problem 

Calcutta IS taken the talk of , unreal Each time the question veers 

of these big population intervention in and direct responsibility for 

back to the central issue of the y^cent considerations of definite 

economic affairs on the part of g „n,nhasizing the need for rlirect government 

government objectives has led ^ Vesults are to be attained. The 

intervention in economic recent report of the Export Promotion 

most striking example of this is p * P (lirl not appear to make it 

Committee. The composition ntion and yet it found itself 

pre-disposed in favour of . relation to trade, in jute and oil seeds 

compeUed to make recommendations i The issue may be- made clear 

which could only be considered as 'ey * trving^to obtain an increase m food 
by analogy of ».t.on leg.sla- 

ZT!: of ^ooa cn,ps Ad. 

Recent declarations of Govcrnn.djt _ pdicy^ ‘--.e-fttrlietanid "control and 

without direct ownerslnp or conduct -■ adaikd controls rcciuired 

private enterprise will easdy .T.leXc to or will t-e aide to enlorce them. 

for the purpose or '’‘■"'T "enterori^c desire state assistance and protcctmn, 

The protagonists of Indian private ' „f i,„lirect controls. Tltey. l.o'vcver, 

they also desire the eontinuunce of m. > ^ J j j ; , lone can guarantee the at*''"'' 
do not desire exactly the two production controls and controls 

ment of the social ends of productu^n. These^re eonsumer. The ma.mcr m 

over the distribution of the \ t put off rationalization and 

which the Textile Industry has 

zation of prodtmtion is ^ "“'‘n™! „rin.lia. 

of the economic policy of tlic (. c , . ,, .IjlTci' from 

In the absence ol the acceptance ^ 

the 1922 position only in the tolloxvin^ ordimiry '‘'-O 

be 
be 

assistance 
forms 
that 
counts 

the yuivutc eiiteri»reneuis; 
tion to the S 
the ultimate 
action of Gov 
private inves 
(i) results of 

trial policy wi^uivi .iw«. - 

those of private investors and cnlcrprciiei &. ^ i A i- ulu". 'd 


activity ol the commodity rrices Uoaro. “"'■.y';; -.li,, i ,,,1.^.. Km m. cvuluatic.n 
(1) 011 controls and their continuance r *i joriner report). 

of the indirect controls regime sec paras. - » , i .>t imlirv Government 

In my opinion, the real question of "‘o imlivhlual ‘industries hut 

should adopt in regard to protection ^.^-onomic development and ho\v 

how soon Government evolves an overall plan oi 
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actively and effectively this is implemented by a rapid progressive control, regula- 
tion and nationalisation of all important mechanized industry. 

I have treated, at some length, this question of the fundamentals of official 
economic policy not onlv because I feel that it is at the root of all po icy- ^n g 
in India today but also because it is relevant to the consideration of a great many 
questions inciiulcd in the Commission's questionnaire. Almost all queshons inciuaea 
in Sections I, II, III, V and VI and questions (a) and {b) in Section I\ and (c) in 
Section VII have importance for the work of the Commission chiefly when inaus- 
trialisation is thought of in terms of and as part of a plan of economic development. 
If it is not so considered, little difference in principle would remain bet^yeen the 
problem as faced by the Commission of 1922 and that by the present Commission. 


In 1922 the protective duty was the main, almost the only knonn, instrument 
of policy. Today the instruments for giving protection and assistance are more 
varied; but the object in the use of the varied means will still be the same. Goven^ 
ment decision would not take tlie form of quantitative production targets which 
are derived from a general plan; the decisions would rather be on the lines of whether 
a particular economic activity deserves encouragement for its growth and develop 
ment w-hetlier conditions existing at any time are proper for the desired g^o^vth 
and whether if they are not, government can by any means at its disposal 
them favourable in an adequate measure. Each consideration on these lines would 
be in relation to a specific economic activity and final decision in respect of it would 
depenfl on specitic aflvantage.s suppo.seil to lie gained anfl tlic particular calculation 
of the (lisa<lvantages to be set ofl agiiinst the advantages by way of the cost to the 
public and to Government of tlie jn-otection or assistance devices. 


In tl'.is context the main new recommendations regarding policy that the 
Commission wouM todav be recjiiired to make wtmld be in oonn<‘Ction u'ith (d) of 
Section i\". d'his fjuestion would still be coiisiilcred, as before, in relation to indi- 
vidual industries but the <Ietitiition of principles would be very nuicli broader tluin 
before. It could, for oxanq'lc. he relatctl to a wider view of economic objectives 
and to a more intergrated consideration of tiie working of economic society. 


Tlierc is. liowever, one otlier respect in which the condition of the background 
against wlui-ii the recommendations of the Fiscal Commission are marie would, 
oven on a narrow interpretation, differ widely from those to the conrlitions of 1022. 
In 1922 (iovernment intervention anrl regulation of any held of economic activity 
was entirely e.xeeptional. TrKlay these havr* become normal iea.tiiiv of alt aspects 
of economic life. Therefore, all recommendations regarding policy must be made 
and evaluated in relation t<j tlie reguljitions and controls alrea<iy in force. 


In this context the main fiehl w ith wliieh the Fiscal Commission is concerned 
is the Held of foreign trade. In this fielrl there operate at present, apart from pro- 
tective and fi.scal duties, prohibitions on some imports or exports, licensing of other 
imports and exports, agreements with specific Government regarrling exports and 
imports some of whicli are connected with quantitative quotas etc. The industrial 
policy of the future anrl recommendations regarding it mu.st be made in relation 
to this feature of the foreign trade field. Is it likely that some of the existing restric- 
tions on foreign trade will vanish and c^mditions akin to tliose of the twenties will 
80 ‘U be I'est jred^ Is it possible and will it ln» ]>roper for the Fiscal Commission 
to make reeumm-uidutiou.. ,.ii the a'^.'umption of .sueli a return to the normality of 
a comjiaralivcly free trade leginud On any rea-<onablc view of tlie matter such an 
ussumjjtion will he higlilv' unreal. 1 be seri ms shorta'je both in nuinetary and 
cr.minodity fields tliat ..m- .•..imtry l.ibonrs mi ler today are not likely to disapiK‘ar 
in any near prcdiet.ibU’ future. Iherefore. impiirt^ and ex])orts c»»ntr()ls an<^l licen- 
cing and also, most j)roiial)ly liilaTcral trade agn'cments will continue to have an 
im[>ortant inflmmcc on tlie Held of e< ,,nomic pr.Iiey in relalion to whicli the Fiscal 
Comnii.''siijn is called upon to make reemnniervlations. 
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It w-iU perhaps be one of the^^^'^^ectfves sought 

mission as 

■to be attained by them are lo be no^, mission projects. The varying 

protection and assistance to indus . imports and exports luive been 

and varied objectives of the j the Viscal Commission's printed 

brought out in brief in the notices i tiicre tliat the exception.s allowed 

questionnaire. It has been also and Irade are very 

in the Havana Charter and in the gener ^ r>avments problems. It is clear that 

wide, especially in relation to ami coordinate the working of 

unless means are found J coinmoditv point of view, with the 

the export and import restrictions iro n the > I ^-jth the duties 

monetary and other aspects of the ■ - . action on various fronts may 

and subsidies required for assistance to ndustw^^^^ 

continue to appear and to be as also the most 

difficult one. It is. for imports from certain 

culnr question, such as that of the ( . point of view of tU c.ssential 

directions, may not be the same 'l .ufrenev and (3) asristanco or 

consumer or other needs (i) con»er\a lo ‘ ^ necessary to tliink out how 

protection to Indian industry. It uo , ’ j j operation of controls 

both in the making of decisions regarding H ^ eotidcration and (2) 

these conflicting points of view are both (1) g vnent vacillations of govern- 

determinatcly reconciled in a ' ■ . l‘ of these c^Sl■ntial.^ so 

ment policy have arisen irom ‘ |,v individual o'lhnc doci^iuns. 

far. l^olicy seems to be shaped t<Hla\ ^ ^erm tvpc. taken indepen- 

which by the nature of circumstanw mi^t ' ' ‘ various controls and at 

dentlv by various authorities in diflertn i .I' . n tla- pi.n-vdviic. Dicre 

varioL ^ages. An -nsatistactury resn logmM . ' - 

appears, however, to be no easy and shoir wa> out tm i ^ ^ 

I would emphasise gre;dly f*‘‘! docs not appear to have 

not only because it is crucial ano dithcult ^ (iuestionnaire. 1 ’'raw' 

been given the necessary attention in mi‘''’cstions Ipccausc. m my 

attention to this aspect without mak.ng "7, a.loption ol' an active 

opinion, the proper solution ot the to a prclonunantiy 

and integrated economic poUej . ‘ » .,nlv k-uU to but also dictates nvliy 

private enterprise field is an attitude hat u ..>suiuc. that the 

dual and odLc decisions. This it does fuice-. It is 

larger integration is achieved by P iniyivd svstcin of univLiul itc.l eoo- 

obvioiis that in India today ^**®.''‘’*'^‘'*KV ,-. i,:^;vin‘' aniutcgrationaudroconoi- 

nomic forces and partial controls IS incapa non-oliicial, taken largely 

nation of the numerous individua .lecisions— olh al - po^^iblc to guard 

independently of each other. 1 do not : ^'^\,r^pects of policy making 

against conflicting tendencies arising out of f'*': , . context of an -v.Tall 

unless the consideration of all of them was j determined in such a 

economic plan. It is only when the I'" „,ade about various controls 

plan and concrete targets set out by it that t m-ircin of correspoudence with 

iould be ensured to operate uitl.in a reasonal.le .uargu. 

each other. of frimim^ the 

To sum up the Fiscal Commis.rion may think ';»f j'iVa”' b will lunc to 

industrial development side of a wliole economiv pl.u ^ various 

consider the problem of the iiattcrn oi 1 ,„.„eral <|Ui-sti''U'' ^'’cl‘ 

types of industrial activity within it and othci k - ■[ tlu- view tlvat 

that of the balance of payments. On the other ^ ^ ,..'ivatc elVortw. m which 

future development will be brought about clmtls tl. _• 1 eouditious under 

case the Commis.rion will have to concentrate in<livi<lual imlustry 

which and the objectives for which protection and as- 1 - ... •. icndered. 

will be held justifled and the appropriate means through which it 
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This wiU be an approach similar to that of ° „ the'^^ndd' 

Sion. However, the prevalence of a regime of partial ^ ^^^3 this whl 

will complicate the prescription and evaluation of forms 
be a new major problem that tliis Commission will have to tacKie. 


Dr. R BALAKRISHNA, M.A., Ph. D. (LOOT) ), PRO^ffiOR OF ECONOMICS 

university of madras, madras. 

Sectiok a (i) 

Question J._There has been a considerable change in the 
of the country since 1922. By 1939 there was not only an "var 

but also a sizeable progress in industrial dcyelopment. The now to' be 

led to a remarkable expansion under artificial conditions which ‘P 

conserved. Tlie post-war years have not proved equal to the task of maintaining^ 

the progress attained. 

The general economic pattern of the country present has no resembla^^^^ 
to that of 1922. Further, in its relation to the outside world the 
has liad to face several complications since the war. So much so the 
idea ofofFeriim incentive to industrial development which has predominant m . 

has become relatively unimportant as compared to the mission 

essential for maintaining the economy on an even keel. The Fiscal Commissio 

cannot work in vacuo disregarding the other disturbing factors* 

Qu^Mio 7 i 2.— (a) Apart from the shortages of agricultural produce during war 

the most important permanent change in our agricultural situation hasb^n 

by the partition of the country. The loss of Burma affected only our export P^^’^ion, 
but the creation of Pakistan has disturbed our self-sufficiency. The distribution 
of our economic emphasis will perforce be on the side of agriculture until such time 
that our valuable food position is obviated. The Fiscal Commission cannot ignore 
this eluinac in the .situation. 

lU'garding consumption there has been a consiflerablc difTcreiicc 
to tlic (low of a greater proportion of the nati«)nal income to the poorer classes. But 
the overall deficiency of food estimated has not much praetieal significance in a 
country like ours where such scientific diatetie standards have never been niaintamed 
Life in' India has lawavs been based on a rule-of-thumb and several clas.ses of people 
havr not s, en more than one meal a daV. Their survival has alway.s lieen due to 
their sjiiritual strength. One clear proof of the disparity between the scientific 
ration >t!indard.s and actual et.nsumption is the existence of the black market. 

(r) India has become a net importm- of food f*f a consiflerablc volume owing 
to jioifT- output and partition. Only the commercial crops have held their own as 
o\-]iort products. Even amomr tliem raw cotton exports have fallen. This 
position tlireatens to last until the eflV-ets of the jiartition on our agriculture is 
rfOieved. 

Our industrial proLMVss cannot be as rapid as could Imvo been 
had partition not takfii place. Out attention has now to be divided between rcs- 
toriiiii agricultural self-sulbeiiney and accelerating industrial progress. Peri\a]‘s on 
the industrial side we may have to eneourag<‘ with protection and subsidies much 
of the industries which may supply mechanical e<|uipment and eliemieal fertiUzom 
to agriculture. 

Qup.^lion f . — Increased agricultural output is a basic nece.ssity for intensifying 
industrialization. Greatc*r efficienty in output would release the personnel re- 
quiri-d for the increase in secondary and tertiary occupations. The mineral wealth 
of the country deserves better prospecting and more intensiAC exploitation. 
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. 1 K..t the foreiend emand will also increase. 

Hereafter not only their home demand t*"* /”<,n^ngent on the appearance 
Their exploitation should instance of manganese. Pro a y a 

°o:r^:StegtTs^ a^ this respect may he necessary- 

« 1- ^ ««'l 


The«i« 

to natural protection but on the alkah siatu^ coovchnaied Lou 
has only b"een in particu ar d-c .ons^^ It ha^ ,i3,o„..ed under the 

Bequently several gaps in the stru 

pressure of war. n,aehinery. agricul- 

Questicm 6.-(a) Machine ^ol-s cap.tal ti.an a.nomum sul- 



;-:;7K== 

(c) Operative costs liave risen enornu.u>l> ov in. 
output has not increased T„aia fur Rationalization ami 

id) Under management there is n _ Jteinnted. 

Scientific Management. It has har > - taxation ami a larg 

to capital formation. .HVcted hv Partition. Iheie is 

{/) Raw material h.tuve. f sMll 

scope to retrieve the ^ H vtlro-eleelrie poaer has to 

furtherowingtothelimitedie.se - rp -mi,,,, centres in India h *M '* 

ig) There is a shortage of technical ahiht> . i • - 

established. , ... i otiioiencv is l‘>\' • 

(A) Supply of labour is not imulcquaU- ^ 

(i What is wor^ - 

=i:S::^‘anr..r::r:.iM;:t:. . 

.» £=5 iH. ?'■ -iSSfi— 

There is a high proportion of js onh 

them. Whereas in mill iinlustry the I j,l, h:,ndspnn yarn. 

ing with mill yarn and 75% hi hand veaMiv 

Other small-scale and medium industries ar fiulories and 

Bengah-Rice mills, mills fur pressnm ud. Ho. ■ 

tanneries. provinces {leoplc 

Bihar & Orissa;— Lac, mica, 

depend on traelitional occupa lo Aour mills, brass and 

Central Provinces;— Shellac, oil mills, ghvss fac ones, 

beU metal work. 
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TTnited Provinces:— Blanket weaving, embroidery, caj^t making, calico 
printing, etc. 

Punjab: — Sports gear, cutlery, tanning and shoe making. 

Bombay: — Leather handicrafts, metal handicrafts and gold thread. 

Madras : — Tanning, groundnut decortication, silk worm rearing, etc. 

Most of them suffer at present from a number of drawbacks, owing 
•^of organization. Uniformity of products cannot be secured ^d qualitv ca , 

maintained. Appliances in use are antiquated and crude. They could be 
without any fundamental alterations. Waste of time, energy and materia 
‘lossal owing to want of a rationalized technique of production, bmance is ex- 
tremely lacking. The workers are in debt perpetually. I^ok of . 

agencies render them a prey to the exploiting middlemen. Therefore e gi 

•of profit is reduced. 

(6) (t ) In relation to agriculture they are of significance in providing 
occupation. They will relieve the chronic under employment in agriculture. Aney 
will help in providing full employment in the agricultural sector and prevent seasonal 

exodus. 


{ii) In relation to large-scale industries the problem is to ascertain the feasibility 
of dovetailing them with large organizations wherever it is technically bcnencia . 
At certain stages it is more economical to adopt the small-scale organization. 
the basis of the optimum scale of operations for each process of production there 
should he a stratification of forms in each industrj' ; some large and others small. 


Question S. — From social standpoint the small-scale industries would rectify 
tlie unevenness of occupational opportunities in diflerent regions. Tliey tan cover 
the voids left by the unfilled guj^s in industrialization. 


From an economic standpoint there is a technical necessity to organize certain 
industries on a small scale for efficiency. The optimum scale of their operations 
is small. The nature of the product, the methods of manufactuie and the conditions 
of demand of certain industries are such that their operative efficiency is at its 
maximum when conducted on a small scale. 


Tims tlicy have an important part to play in Indian economy. At present 
they could help increase output and meat the inflationary potential to a certain 
extent. In tlic long run the structure of industry would be more rationally desired, 
occupational opportunities would be increased and to a certain extent regional 
-balance could be restored. 


Sbctiok a (It) 

Questio7i 9. — (a) Rural indu.stries like sericulture, poultry farming, bee-keeping 

^to. 

(6) Handloom w’eav'ing, bell-metal industries and cutlery, sports gear, etc. 

(c) Artistic crafts and Urban industries. 

Qur-^tion 10 , — For export only the artistic crafts would be suitable : such ns for 
instance carpet making, bell-nictnl ware, carving and inlaying, etc. 

Qurstioji 11. — The price ot eotton yarn has risen ow imr to protection adversely 
aflocting the hun<llooni wctivers. Protection to laroo-scalc industry will aflVet in 
general the cottage industries onh' when the raw materials of the latter are there- 
by enhanced in price. Uthei wi>o the cessation of cheap imports standing in a 
competitive relationship with cottage industry proilucts is an advantage. JSo each 
instance of protection shouM be judged in relation to its repercussions on the cot- 
tage industries. No generalisation is possible. 
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12— For first part of the question refer answer given to Questionr 

deliberation of workers. 

(3) Study of market conditions and appropriate designs of pro-Juots can also 
be done through such associations. 

(4) Joint installation of certain types of plant, a plant for preparatory 

processes in cotton textiles in a weaving centre for common use. 

, ... |. ,1 v.xr The advance can be made through 

• ^ A * 


(6) Supply of cheap electric power to cottage industries. 


lOI ouppiv - 

(7) Specialities and quality products to be encouraged so that compete .on- 

with large-scale industries may be avoided. 

Qn^Uon 13._There Is only a remote P-^biUty^o^e A^gr. 

cottage industries. Foreign import ^ mind while negotiating 

the exports of cottage industries, if any, may be oori 

trade agreements. 

Section B 

been applied with rigidity. The ^ The Fiscal Commission had 

cause S the slow progress of ® be force<l but stiould be achieved 

also made it clear that industrjaliz^ion shouW 
gradually. A bolder approach was necessary lor | 

The glass industry was *in\^^ Y®* 

country. The raw materials for soda ash refus<il of protection as another 

not being manufactured. So it was absence of raw material.s. Similarly in 

industry had not developed rather than ! j grant ol protoc- 

the cai of worsted absence of raw materials stood m 

, * i Tnri;-i was cither to neutralize the 

The protection that was actually measure against dum[ung 

unfair conditions prevailing abroinl t l e intention of the Fiscal 

or exchange depreciation. Therefore 1 1 ou, t ,, mailable was actually ot tlie 

was to grant “ developmental protection what 

safeguarding variety. Commission to the problem 

Questwri 16— No. The entire condition regarding raw materials 

was extremely emperical in of nroduetion. Therefore the neces:^i y 

is one that resolves itself uthmately to ®\P^ 7 n more scientific approad. than 

costs of production in each case would li should exist in a country. Iho 

a mere description of the natural * tiun of tlu- fnd and has no claim 

second condition of the formula is a supcMluou. Witli re.-ard 

to stand as an mdependeiit fobdition. 1 • j^^.anl to loreca't witli.icoi- 

to the third condition it is very/b«h ult loi an> .vltlioul laotcction. 

racy whether an industry wouhl bo ..talei.u-nt in that respect 

Apart from an intelligent estimate of probabilitic.-, a <Kt.n 

is unrottsonablo to expect. 
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Question 17.-They were well 

of the Fiscal Commission that “\dustnes of n 1 boards in India have 

special consideration has remained a dead They have not 

also taken a static view of the course under consideration, 

devoted enough attention to the ramifica • i * „ ure also included new lines 
Unless the mutually dependent p^ts o . ^ f economic structure 

r K £ s"fr=2.r " " " 

It prevented the genesis of several useful industries in y , .. 

QuesUon 18.-There 1 ^- been the overr^iding — 

revenue needs of the country ISlfcy"ofVo^<=‘^°"- The measure 

has been an overcautious application of 1“ ^ „/the most efficient producer is 

of protection has also been extremely mo the decree of protection, 

taken by the Tariff Board as the criterion for det«“? ^e de r<m p^^ 

On the administrative side the procedure has been very aua y 

tious. . 

Q,,eshh»in-Hcwe,thereL,ar«^^^^^^^^^^ 

of protection. Emphasis is placed on tont dt^narture in nolicy in this respect 

fit zxssrisszi. 

Foteetion on the strength of its other 

economic advantages. 

It is a change in the right direction. 

Ouestion ‘>0.— Unlike the reports of the previous Tariff Boards the reports of 
the ~rT;riff Board are not available. Except Press Reports of t^ir re^i^ 

meiiLtions no information is available regardmg the arguments addiiced. Hen 

it is not possible to comment on the work of the present Tariff Board. 

Section* D 

Ouc<^tio}i 31 —There has been a decline in the quantum of India’s foreign tro^e 
for a^few lent preceding the outbreak of the second World War. In the dechne 
of India’s foreign trade, imports have fallen to a greater extent than expoits. The 
exDorts of India have sliown a greater tendency to improve than imports. Imports 
of machinerv are steady at a high level but imports of finished products have de- 
clim-d Exports of manufactureil products have mcreased and exports of raw 
products have declined, 'riiat sliows witli the aid of sheltered markets India may 
be able to ex]xuul iier industries. 

Ucmnlin*^ direction the sliarc of the Empire and the United Kingdom has 
been declining more in respect of inqK.rts tlian exports. Even our exports are kept 
within the Empire more through Trade Agreements tlian bv means ot natural tac- 
tors. Th<' normal tciiflcnoy swms to be to break away from Empire mooning^ 
Till lb-13-13 tile war <U'l not make imieU dilTerence in our foreign trade as compared 
with the years immediately pieeeding. The year 1343 was vitv bad for imports. 
During the war Indian exjiorts were in a better position than imports. Ouing to 
tlio exigencies of war the share of the Empire was greater. 

Question 34. — It all depends upon tlie nature of the economy that is finally 
accepted for our purpose. If a “Mixed Economy” with central planning is devised 
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‘direct methods. 

•either fuUy or partially control ed to suit the 

free scope for tariff manipulation, nc n.i\e 

■Charter. 

g„e.^ion 36.-If the short period refers to tl^ ne.U two >.ars . t*-^ oh^f p- 
-occupation ''’ould be the dollar shortage necessi^.^ superfluous. Onlv such of 

•against this contmgency tanffa \\oul * ^ j,i.o,|uct 

are 'not to he suhieCed to direct .netluxi of 

control. 

However, if a lon^r peri.1 ‘^an U.e^hnme-liat^fu^jv 

there should be no radical diff^ereiue ‘fr^r^nce to the lon"*ran-^e T>olii v ot the 
during the transitional period sl.ould l.ave reference to tin Ion,. , I 

Government. , ,, . 

37:-Protection cannot be .ood 

It is quite likely that ‘^^'^tance ma\ [ ij jn-We.l onlv on the im-rits ot 

other form than through protection. It coul-i no ju , 

0CLcll Cdt36 

Question 39— There is "o* 

:ou“1n su'Jh f srher::rthe\-ital‘unk should receive priority- 

Question 40— Of course ; ne“"si“u 5 °be'in an "embroyonic stage to be 

Se"dt7con^er""F"7n in the pre-natal stages industrie,s should be assured 

of the protection that they deserve. 

T 4 n.tfv Tinder canitalUt plannim: pro- 

Question 41--(a) (1) Protective p^riee inecbanism tl.e activities 

tective tariffs are essential for , Hkelv to*iinproi)iiate the entire sphere 

■of private enterprise, as State trading I. for ’nrotet-tive purpose-;. It is wrong 

of foreign trade They should be available * ‘ It may be true 

■: ‘p-Ik- uiey luc su,,ci.ii.ou. ^ 

Hi) Subsidy: Production Juneltn'in fplann ed cximnnV- 

■as long as. free enterprise has a sphere to I t* >1 in< T\u^y 

(I'v) Quotas have also to bo cmpIoye«i loi j; . j,,n in rb-ii riiniim- 

are a better means than tariffs for oxeioi>ing a< i,wtnimcnt for tariff 1> U LMinini:. 

ting between countries and as a more e cc jn-itriim'-nts ttf i e.:iilation. 

Quotas are also more flexible tlian impoi ' yl^H.^ations. Hut it mu^t 

They are not covered by treaty or mo^t- ayu ,,f intorl'oivnce which destroys 

be admitted that they arc a non-conlorma > e .il iiinjtas widt h is a hall- 

the jjrice mechanism and free enterprise. • > i:’ ,, .svsU-rn has to tind •' I'lna* iu 

way house between a liberal and a soeialLsca ‘ i,;,:?. have embaiki d on plantung- 
the commercial policies of democratic coim rK--' ,n,.ans iunon 

Then again to insulate the production Ij ‘ ' .^uhi he lelatively inofloetiv 

countries which are not fully socialized. -tt ih-.n what thov weto in the 

for the purpose. Quotas can be made less harmful than 

inter-war period. 
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(5) None of then, individually can be the normal method. There should be a. 
ludicious combination of all of them. 

(c) Yes; It should be decided in Mustr’v^falll^n the Public or 

selection are the degree of planning and ^ ^ „ ‘ail itself of protection 

Private sector. Fu,-ther, the ab.hp; ‘he mdustry to ^ 

sliould also influence selection. If it is too ueak, a price i p 

subsidy may be necessary. , , i- 

o, ,,.ST,. “iM.“Si' .-“ift? iSii’oV s 

Question i3.-(a) Export duties .tap^sed and the'pro'SSs 

tVtt"d f:r'SSig\hTindu^^^^ it should lose the forei^ market. 

„e ^^tt r ‘ A 

Oarshou ...-Export subsidies are ^^deshable^and^nei^^^^^^^ aff^d 

l^pii'd^mi^l m/tSrlo^in^^^^^ Hj»at is not feasible a rebate on the 

duty paid by export industries should be aliened. 

Question .5.-They are ‘f “°iltnTmot^^^^ The 

is not scientific under product . JJjgr such conditions. The average 

r;Ta ^Tr:prls:nfatTve"firmr^may be a more satisfactory proposition. 

Question .fi.-No. It would lead to unnecessary confusion and still may not 

achieve the object. , , i 

Question ./ .-The price level, the nature of the commodity, and the degr 

of protection to be granted. 

niirsiioi. .S. -Quantitative quotas arc preferable to tariff quotas. 

Question 49.-A minimum is better as no one can say definitely when protection 
would become superfluous. 

^ .• -/ onr loncr-ram^c fiscal poUev can only fit in to the general scheme 

Quest, on ol.-O^ rTnime on the previous occasion the Fiscal Commission 

of Economic ^ ‘7- ..K" ^^e limited scope avaUable for tariffs to play a part., 
has now to prescribe uyt now it ha.s to adjust itself to the limitations 

Then tariff 1.-'-^ ,tnd\heret h^ ^ CMiarter and on the other the 

“jr;: ptn Nedtimr ^rt^mn will allow a free hand to tariff. Hereafter tariff 

by itself cannot acineve much. 

fv» .:•> ^tate trading is done either to face national scarcity as in the 

it cannot come, to the rescue of the fiscal 

policy. 

Section F 

, , .:c The oomci-t of Ijniieiial Preference ha.s now to be viewed from 

‘ T " It Vs tlu- nalana Charter or the General Agreement that 

^ th<- eh Iiu'e It the balatue of payments problem whieh is bound to last 

nniKl> t ‘ f 1 xvhiit i> imagined. T<» re-xtore balanee and revive multila- 

VeraVm Ve need “ KVgiomd Ploeks ' hiding freer tiiule. This is the ^ 

t lali.m „.,,,.i,l vnultilateralism. For this purpose a convenient area like the 

EmVirVor the sterling area lias to taken and ^vithin it freer trading relationships 
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5P.-The P-cipl^ laM down M 

relevant to the present ^ of econoinv in the area may he siiitahly 

employment programme. 1 .^^caas far as^ossihlo on a Inrsis of exelianirc 

adjusted. Trade may pioceecl m t < nvirket It mav he supplemented, 

fltabUity by price competition within a j„.Jhaso a<^reemeiits, ciuota restrirtions 

with mutual agreements by rec.,>ro.d hu^^^^ .^o.rmnme in .ach part 

and subsidies accordmg to the aims oi I 

of the region. su„„estc<l above an altogether new a,., .roach i.s 

need^. I am not in favour of continuing the existing Mstun. 

Section G , r i 

Question efi.-(a) Yes, they do , but their free.lo.n cannot he eu.n,.lete y ettere. 
1?,i) "policy should not he interfered with i,v the «tate e.vcept when they 
“"S Z::: wage nued the State. C-onditious 

of work should be as prescribed by the btate. „ r,nhi bo suhiecud to 

(iii) Technological improvements and ,.,,voal thomsolvos 

Research will depend on the 

be forced on all the recipients of the bene 1 ^ ^ , 1 

(ti) Training of apprentices, etc. should be compulsorily eninr. d. ^ ^ 

Question 67.— (a) An interpretation fiivat- 

interference in the internal working of an a ^ ir,.v.inil ■fonc-ial >tipui.iti-'iis l‘>r ''»«• 
enterprise. Besides it may not be not to no in rest riotin'.: lie- 

maintenance of healthy competition tlie btate ought not . 

freedom of action of protcctctl iiiduslries. 1 i i . timi -'ivos 

(6) Combination lakes place purely on a niMuopoh--tn- 

rise to it there is no point in preventmg it. O } volition l-von tlu-n 

position and tend to exploit that there will > • * ' ei'Utrol prioo^. oto. 

the objective need not be to break the conibmatiou but to 


e«««(ioii 6S.— It is much better to ‘ii'r.'.nU.- u'. i.i. v.ut i. 

industrial concerns, irrespective of the protci n 

dufltrial mortality. l^slnhl^* 

gu€«(«m 7J.— No special '\T’'''^.!!l!-mr'nV. ''fliat 'i~ lo.'Uiro onl\ 

government representatives on the Board ot - ^ nf iho ' .I'l' il G-'-’ 

of “ Mixed Undertakings” where the ^^ate coiilninh ^ ^ 

Tariff Board should bo enlarged having a dillerent 
ontrusted with this work. 

Section 11 . * . 

. 'PP^. oiilv elianoo h'l 

Quesliem 72.— Existing organizations arc ^ot ad hoe as 

the better is that the Tariff Board is almost penna-unt 

hitherto. 4.:^,, 

. • ihc scope ol the organi/.atioii. 

Question 73.— There should be an extension 011 ^ 1 ^^ ^ 

It should be a body capable of initiating enquiry not o y 
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but also al>out all alli^ 

with powers to plan and suggest methods oli^u^riai ^ Industrial En- 

Consequently it Though an advisory board it should be a 

Sto™f:nd Xane^dy®^^^ full powL to summon u— . 

Question M.-Yes ; something on the lines suggested above. 

tesHon 75.-U is not advisable to have specialized independent organmatmns. 

Tt will lead to difficulties in correlation. . ^ ^ 

eucshon 76.-NO ; the ministries are the least fitted to be entrusted wrth that 

lesponsibility. 

Question 77. -Yes ; as already 

of tariffs is relatively less m tto g* bnplement there ought to be a 

cannot altogether disappear from the picture, oo to p 

Specialized organization. 

Question 7S.— Refer answer to Question 73 above. 

Question 79, -There should be an extension of its functions as mdicated m the 
answer to Question /3. 

Question Sd.-The fmietions of t^t 

not a statutory body. 

In issue comes up for <lceision it could be most expeditiously dealt ^Mth. 

seeking 1 rotection should have a chance ot being heard by the Boart . 

Question S3.-^^’hcthc.■ an industry is small or large the above practice should be 
followed. 

Question S4.—lt should be mflressed U) the Tariff Board and the Board shou d 
appraise the government before commenfing enquiry. 

Que-^twn 55.— The above suggestions are all modifications oi the present pro- 
cedure and they will bo more exiieditious. 

Question 86. — J^ot much. 

Oueslion 57.— On technical matters the Government should not sit in judg- 
ment over the recommendations of an expert body. It is only when it is not ad- 
ministratively feasible that the Government can refuse to implement. 

Q„c.stion SS.-{,:) a.vl (6) Certainly yes ; only composition and 
bo laid down. The others ciin be inferred by the Board from the General Indu ». 

jfoliey f^f State. 

(c) By leaving the details undelinerl flexibility can be maintained. 
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dr. radha kamal mukerjee 

The policy of .Ic-ve'opinent. i-arti- 

Srly™e n^^ct of cottage iiui-.strial protluction m ihc tountr> 

A fundamental change in the 

mav be characterized by the aMOin of Hd sniall .scale and largo 

in I planned scheme of l'.ro.i.ess of iu.lustriali^atmn mtbe 

scale production on the one han.l a a i > ,,.,,u».l.c. 

advanced and backward regions an<l states m ^ ^ 

FuUness of Eniployim-nt sl.oiiM l>e "■"'’';|'‘";!,‘;''.nr aViri uniU-r-c-MOiiloyment in 
oolierin ^ew of the vast <-l.rou,<' ,„^uide .Uezoo. s of inU■ns,^e 

agriculture (estiinateil at al>md SIN mon^ devcluiiincnt "I cottagi- iia un r ■ s 

farming and dairying) . illi..n , arsons. 

that even at present employ .damt ,|>e s.>ke of 

Besides, diversification <d .rdS'of'^ ieniiiie. n.ee.mnmal a, d 

economic stability hot also or - f as.sneiated wdh dm. .s < ath 
technical efficiency among the « Iml* I I 

^urbanisation. „,..rkct is also lavourablc for a 

Thc largeness of the possible 

forward protectionist pohc\ Imn ,,„w. r ikAclopnui't and 

Protective efficiency is so low, ralhcr than -f -my im,^c 

j^t^^l^nnSuS -d ^IXnitma. prodnC.vity than onr. ^ 

The expenditure on "L.dnt.d d.ns r^ 

leakage from the investments nndt, ."d'o,.. o ■ 

developed economy and * vtmicnt in national incoinc j,,,,. 

continues as at present even a J ^ nnrdia'^ing po\Mr m tlic .■* 
would accompany the vise ot impioNt<i i 

viding foreign employment. i ,..i ntuininv tla obj* - ti\- 

Hence imports have to be .tt.ni>nn am 

larger investment in Indian mdns 11 ,, 1 ' cniployment. 

of both specialisation and oim • ‘ in ibe I 'te "-'t eiovvtli ut 

Such a programme may i* .nvnitiv dm- i** tin 

exports hut this will not anoet emphn -'n »! 

largeness of the domestic marUe - i i fntuir llvneh 

Again, the P-gram.ne ohvi^siy v id iw i.d.a.m-;y .n . a; mN 

p^^t g;;:;v':;n:r^:--‘ 

long as there is scarcity. In laet >‘<-‘‘1 . , standard ot h' 

costs there will be idl-round lmpro^emeut Kninb.vnven. , ori.lly 

For the implementation of the pohey ol lrtdrvtn^ ciinal ha>'^ 

sketched above, the home producer . prin- iplc of e'piahsatien 

foreign competitor through suitable ta ^ xelrim'e eonlroh ami 

Comparison of costs is difficult i.. a eNpm t'.arilV bomd. 

blocked funds. But such difficulty hos to be t.ur . 
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Ai! home production sliould thus he entitled to pt'otectioil whether 
medum-sized, or cottage - largp inrlnsuics. small-scale and cottage mdustnes a 

agriculture. 

In such a noUcy much of the demand for industrial consumcTs’ goods, and parti- 
cularly. ciualitv goods will be satisfied through a development of 
cottage industries tliat have to be i)rotectcd against competition with lorei^ 

Bimilar or substitute product.s. 

The lar>Teness of the domestic market for cottage production goods itself im- 
PO.SCS an economic obligation to develop cottage inrlu.strics for our ow;u 
iLn for export purposes, although in a short-period an export drive is necessary 

to till the gap in the balance of payments. 

lintl., the policy and indndrial policy of the country have to he 

and eo.or.Iinatcl as to seeui- the largest measure of emploc ment ^hc pTOJ 
in the avvre-ate. .iistrilndcd between the vanoti-. types and unit> of 
An- h imhcnn uhich cottaec produe-ioii suffeis from at present in companson 
,“hion ' '1th large-scale in.lustry at home has to la. removed. oc,.e<rally 

in a short }K riod jirogramme. 

•ri • . tu . tf.vtdo imlustrv iveavinu of lower counts of cotton should he re- 
sercJl “ic;::sd"u tl;l^ U.e cottage workers while per.nitting the installation of 

cotton mills. 

Simil ulv anv handicaps that a ).rovince or state suffers from due to its genial 
Mnuluuv . . I, ,, 1,1 hr. 14 . moved hv a planned heen.sum and localisation 

s;;SSi:?£=:£;s;::7i 

a poised development on a regional basis. 

I eert iin cases in addition to the taritls, the design of ' mi^dng t|U0t.a ’ should 
|,e mirred so as to .'isirihute the henelits of a protective tariff to the best possible 

advantage to all regions and sectors ol economy. 

V-henever protection is granted there should he a regulation fixing a minimi^ 
r. f.f the raw material produeed in the region lor use by the imUistry. 
r;.'';; 7, ce n . i. m , . .portion -slrnuld he laid down f.w th- use of -Tute. Cotton 

nd ,'aw W.,,.1 alld silk' p^^.dn,ed witlnn the country. The pereentage.s so fixed 
shcrild h ' raisc'l as the coimtrv n-achi s the goal ot se\f-sulhc]eney in these raw mater- . 
i-'p' Sin.lUvh in I lie case of 'pi trol we slmuld have a minimum pereentage of power 

mi..e 1 win, an !,upo,ted p..„ol h.,- the cneouragouK-nt ot our power 

alt iirhisny a- well as for .-c ll-.suiheien. y in this heM. 

\ -rienltur.il piftei-tion mut'l :d-o be onsitlered as a measure tor establishing 
. tthtii d oriee- Ihr 'uviii-- Mfuriiv to the aorieiilturist and tor expanding agn- 
"cl;::;' Aolcti^in amf wla-m. winch n.ay he sold in our country at 

■Hi uiilair pri. e in-iv b - -i r. ;.l iiieuaee i . our a.-neidtural stability ami prosperity. 
Vido Pin jute anti eoiton ma\ also thivateii tie- mariiin.il iir.)wer.s of tliese product 

ill Ill'll. 1 ill tli< neir finiire. 

i'l.c ili-iaih aiu.e'e of .K) over-:il! pr. -1 eetituud poliev tor an umler-tleveloped 
lik.- o'lrs is tint ii - '.vi.-.s the .d.ks of retaliation by loreign countries. 
JVu irtbe same time it eiihmte.'s our bargaining oapaeity fur bdateral trade- 
a-reenients. In l'ae» these l.o'- i may be so utili/.e-l as to bring about better cco- 
noime . peration lor mutu ,1 . ivmit.ige and eNpansion of foreign trade. 

The alteinative ti> such ' ■, ,i c.-t itinist policy is state m<»no]ioly of foreign 
tra'le regulatin-j imports aecor-: .j to i he t.ver-all neeessities of a jilanned economy. 
lUU I'leu. it wuuM be flillieuU, .nul it miaht well provt' imj'o.<si1>le to preserve a 
prf.loiiiinant ly eoiuntditive chara 'er in internal trade and production. 
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SHEI P R MIE®A, BEAD OF TBE DEPARTMENT OF ECONOMICS, 

8HRI P. K. “^^“^5yEENMENT college, PATNA 

Question 36.-The objective., of tarriff Policy in the short ,,e, io.l nv,v < af vori. 
cally be stated as follows : — 

(11 Control of imports. 

(2) Improvement in onr international balan.e of pay.nent posit. on an 

(3) State assistance to domestic enterprise-'. 

Question 37. -The fiscal policy pi'anotc 

trade put do\m m a categorical manna, ‘ J . ‘ iiitci national Ijalanco 

the economic interests of the countr.y teep 7 Tims then- may h-- < ase 

of payments position and tlie mtciesta of the ■ ;ui<l a i-'h-v pre- 

where free trade would best serve tic interest ot tl.e countn 1 

tection would bo definitely harmfu . tvm-trv 

Qu^Uon 35. -Protection or St^ ossi^ance XrlTlSl t;;./ M tlm Indian 
provided some ot the lollowing ' ‘ 

Fiscal Commission. 1921-22. arc iulfiUed 

(1) There should he greater State control ^ ‘7;i!n.ctof,'on''tV‘.' ni iu.c-'cMicnt. 

rie, e.y., the State may " , .trv is workim.'. 

,0 watch the condition under w nol .f 

(2) The role of managing agents rnn^t be ^ ^ to dil;it- npon 

the industry is to enjoy u.,.wn and ! - . it 

the evils of /'V ./or' .nv Ivpe of Stm ..-oa.iiKc. 

an industry is to reemve rtlul 

tlic intlucnce ol mana^in*^ iV n l .(iir<‘ <lrastiral!v 

of industry must he, hy an aet ot ,„,,i,.n 

(3) Consumers Councils should In .. nni- "f i li'- ! ■- 

on the hoard ..f dm;ctors ol 7.';;. ' i/ V, .l-lim.. i. - i-i.a, 

in the act for the tormation ol f < n i .h-lnicnst. 

relating to their ^ it," tfi.-f asc of i.r.-t - t-d in In 

of consumers he salcguaidc 1 m ilul-nv 

Burner, Co..ncils should he ..wm Maim I ^ 

management and then Inn , i, n it . n' ol — Inn 1. n oii 

« The most important disadvantage ot pr.-lee mn 

^ the consumers tlirough highei pi I ' ' 1 1, it 1 1. Mut- may 

tagemaybercducedlothenumni nn a 

consider the view points oi , „n.tcai.m nic li o. m tu-try 

considering the nature ami c.vteat ol i 

needs. , .livi.lcnds t t Ic- m'oimmn 

(4) There nftst bo definitely a iiohev '* "'‘‘j ■,,4,14 , ics. I'on.i pa -I cnp' u- 

possiblc level in the case ol I"'" ' 'j , i.-a.l d..,.,n m mtm-e 

ence, it appears that such a ’ . 1.,. ,, I,,.-, 1 o. a 

in order that the burden ot pio ' V ■ should im j. - • -i . . .ir in ■ " •• 

the legislature before granting piott ■ , ,i„,. .-td 

restriction of -Hvidm.d^ 1 ^ , -m 

■ industry sliouhl receive Matt a.. _ , i,,,, , dudd r^. 

and declare heavy dividemls o ,,ll,,.i ry|icuti''m uhicli 

(6) The romuneration of managing agtids • pioicci.d, indu-iiies 

ordinarily may be permit e, m ' in .1- 

should bo carefully regulated l..- imic,,-,l fi-y -ml 

tccted industries in order tha p j,,,! umv he i' diic'" " 

a certain level and the meulenec ot pr- 

minimum. 
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( 6 ) Statutory oonrlitions must be by the industry 

for the building of reserve of period of pro- 

in the lean years which may » Industry in India shows that the 
lection. Tl^e history of the suffered terribly 

industry difi not build up adequa e r i the ei^^ht boom years, 

a.:"v™gr?„s.% per a.;nu.n on the 

In tl.e case of protcctc.l hKh.stries_ the Lploitition 

rL t.;;;tce::r:’Th:^=”-r.;X:ll‘*o,;M not he per- 

inittcdintiiccaseofprotecteflmdustues. „ * « i ^ +u„ 

Pcotccc. in,u,st,jes shonM also r 

‘'""‘f'f hiS- el^irVnee ifrf it con.litions of 
petition on “''Y’"" , ' inilnstrv shoiihl rationalise itself anil reduce 

!::;:::'':o "lud iilX io'^^ec ivond competition at the earnest 

nossililc i>pp<‘rtimity. i ii 

<si 'flic nrodu ts of such industries ivhicli are receiving protection sliouM 
' ’ he at tile disposal of tl.-. Slaie for distrilnition at fair prices. One of 
tlie miist important evils in the present eeononne struetnri oi the 
in rv is tl at on aeeian.t of the lack of a proper tt.lteney tor distri- 
;riin: eonsnmers pay h-avy prices, e. 5 . even thia.gli 
rovvWv i.K.trc-tinn- tb-- flistribntion ims bci-n entirely left “*‘- 

,-n-tinn l.r tin- nrn.huers. 'riu-n* arc some lust inccs « bore the pio- 
ilnt.-rs under til.- wmUin- normal cconninie forces reaped heavy 

‘ .lit'.nt thoen.l of ennsumer.<. The State also lost revenue due 
in suel, uneavne.t imrem.-nt^ in the value ol products It niay be 
laiii ,loun one of the mo-t important conditions that betore an 
induMiv or,m 1 e.l prote.-ti.m the distribution ot its products must 
bo n-onlalfd !•> a poli.-y formulated and laid flown by the Mate. 

■n,, , aM-s of onfton and sUL-ar industries may be eited where prices 
inonasod and as a result of vlii-h. the stocks increased m ^alue 
and ucirh.-r tin- State nor the oonsumors receive.l any benoht out 

ol it. 

In ooncludiiv' the alMO.- ronditions. 1 uould reiterate that in the case ofpro- 
industries, the piodm tion and distribution of the product must be regulated 
and l urri. d out bv the Stat--. The State should not be a speetaltw Itavmg no voice 
in tie- alVdis of tile indnstiv. I’rote. ted itidnstries entail a burden to the Mate, 
'lie consnmei- has to pay a vy pri'-e and as sueh greate.st vigdance should be 
cxf-rcise.! by the State in the interest of the eommon man ot the country. 

1 sie_:- -I the t.-li.-wimj prii-rity : - 

1. Industri.-s own- 1 .m l m.inaiiod by the State slnndd receive the first 
priority in the r.iul of prote. tion. 

Alter such indnstii ihe el.dms of sneli industries where the State is 
workina on a p ^•!!e^^hip basis In- eonsi.lero.l- For example, the 
Ship biiilfliniz in- • i-t ry. 

'\ The ea.ses f>f other Lndi 'It ie.'' \\hi< li do imt tall in classes 1 and 2 mentioned 
above mav be eonsi ; i<d )ir<t\itled they are subject to thorough State 
.on 1 r*t) and manaire i "it in lli»-ir policy. 
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its home cost in a ,,eavv burden to the eonsuomrs. 

be a leap in the dark and may +• n 'll l irce arc to be corisi. 

ing under private enterprise should 

have fully established thcniseU . , „ „i,ould be a protective import 

Question «.-The normal method oi j '’ll," t ,,e case of sud, imUistnes 

duty^ Bounties or h^r industries and would thus raise t leir to, 

a» s « .-o-r r,S 

should not be ordinarily '“''‘"f “V "^nn-nt of additional tavation ncce , 

consumers of the “n. tuden the consumers, 

bounties. Import duties onlinar > 

tention of the legislature . whole industry. 

a certain quality of goods aiul ,,,nsideiv.l 

Q.es,cn ...-^be .uestiou of,>^-‘,^;::::H,mr;rom tlie „oiii, ot view o, l.ie 

cases mentioned under {h). 1 " necessity for earning hanl cunuu - 

balance of payments position ami tli< . , ^ ^ ^ ,,1 

Question f«.-Tbe duty d ll'Us "u foreimi emmtries ot .be mdus. 

watch should be koiit on the m reeeivmg protection, 

tries against winch the domes imnort iiit eouiitries tlie Dommiou Im' 

This is possible now 1,‘e one of po m ' md 

Ambassadors and Consuls. }. .^.,;„^,.nt of the movement ot pru . 

Commissioners to mfoim th j government to base its polu > . 

industries to enable the Horn tm-m <.l l>i<' 

Question ./r.-Tlie main eonsideration.s m .be 

tection shottld he : 

1. Administrative convon.enee, 

2. Stability of rates and ab.scnce ol ambi. . 

3. Government revenue, and 

4. llie point of view of protection. the tvi.c of tie- industry re- 

The alternative form wonidnaturanyvarywithtb...!. 

ceivinc protection. shmdil lullv explain tia • 

In case specifie duties are hn^y': ^ sueli ".f p'.p 

burden of the duty Pf 'i;,,tniagc over other m e.ivisaem- Ha 

knowledge definitely enjoy an adMintag 

plications of tlie duty. ^ ^ |,elween tliree to five years. 

' Question. 1 / 9 .— The minimum pewod s mu ' years. 

The maximum duration for protection sIm. ^ examination to find 

in each ease, the industry lu im ease slioui.l au m.aiit m- 

out the progress made by it "Idf Us life, 

dustry bo allowed to remain an intant 
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Qii^tion 5 /.-The long term objectives of the industrial poUcy 
the consideration that a major sector of our mdustry would be ^ 

wholly) and managed by the State. Under such f 

sumers and producers would be harmonised as the proBts ^ l-Tthe Tar^ 
form a part of the State revenues and would not be distributed as 

holders Moreover, the consumer may be prepared to share __ich 

tional duty if ho has the hope that in future the proBts of the industry would em 

the nation. It is a poor consolation to the coMumer that 

trialise the nation and increase its national dividend as increase p *£■ 

out adequate arrangements and safeguards for a more 

wealth, ordinarily, increases the gulf between the rich and the poor. 

The second objective which may be kept in view in the long tenn Bscal policy 
should be to improve our balance of payments position which 

of India’s economic problem. An export drive of some of our products, whic y 
nead yirobecbion to-day but would ultimately capture market abroad, may also 
bo kept in view in the long term programme. 

Whatever methods wo may employ in our fiscal policy and however 
hopes we may entertain, it remains true, unfortunatelj*^ that our effor s P 

may be defeated unless means are adopted to reduce our cost of production. At 

wouM be absurd to maintain that we can continue to adhere to the existing level 
of money — incomos irr'*^p3ctive of the value of the money. A long rm 
policy may take into c j isideration ; — 

1. Reduction of salaries and wages, 

2. KfToct of devaluation, 

Tariffs plus bounties, and 

4. Trade pacts and treaties. 

Unless the internal cost structure is cut down and the volume of inflation tc- 
duced. a long term formuUitiun of a tariff policy cannot be thought on scientific 

lines. 

Tiio third objective of the tariff policy may bo that the gain from it must, as for 
as possible, go to the State. This is possible if the State sets up institutions to par- 
ticipatc in the foreign trade of the country. 

Quostion fj'J. — Tlie objectives of tariff jjolicy would be greatly facilitated it the 
State sets up a big public corporation to undertake the task of carrying out the 
major portion of the export and import trade of the country. It may be a purely 
Government organisation or a qiiasi-Govrrnjm-nt institution in wldeh tbe exporters 
and importers and Government may partieipatc. Never before in our country was 
the nee<l for such an organisation more important than it is today when huge wind 
fall f<.)rtuncs are made by oxporter-s anti importers as a result of variety of factor® 
the course of whicli is dilficult to envisage. For example, as a result of devaluation 
the importers au<i stockist.s of 'lollar gootls made over-night fortunes without their 
benefit being shared either by the State or by the consumer. If the State were 
contrt)lling the major sector of the foregin trade of the country, the profits would 
have gone to the State revenues without making tlie rich richer and caus- 
ing a bunlen to tlie c mimon man in the country. The possibility of starting 
a Corporation on the lines of U.K.C.C. w liich functioned during the war may be 
cxamineii to facilitate the unilerlying principles and ohjcctives of a tariff policy 
either in the short or long period. 

<^ue<tioii 6-3. — The organisation may be a Government or a quasi-Governinent 
organisation, the capital of whii li ntay be subscribed by : — 

I. the State (51%), 

exporter.s and impofo rs, 
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:■ 

... 

^ .“"JrSd i...j~» -;t s;;;rs": ~:;;..r 

Sliri C. R. Sreenivasan ^ 

The stock-exchange I'-vhles the haren^.^ ';^ane'of"‘;,uH; V^are. 

H2SHaHnv=“ SE'S E 

that every one of these has „I,„.t,h-.l an.\ unveiling cn-lna... 

chological malaissc has been nnUiccd . 

continue to prevail in the country. con-lltu ns « t I ' '’ "'I 1 ■. 

The changeover from war ‘ VtT;'nent " M .h'nta.al . ha,- h.l t.. nnint 1 ^ ^ 

of many essential ", ,Um/i many f.im- at n,:.n 

unintcUigent control ami (ollovirng ,.‘'1'^''"' . . ■ !|.i:,-!.. '1 

reconditioning of the ;„y,„v satislaen.iy mea-me. I h ^ ^ ^ ^ ^ 

problems which are yet to >e i ^ witli manv n \ \\i^' 

industries of the eonntry are i'";' ' ; ..lls a.al e„u....ll. d ^ ^ ^ 

raw materials, labour costs, < >s _ .,lVcc'ted hv lack ..1 elan... ' . , , , i,,. 

to private enterprise has i,i,ents n. e. mi a-l-.v la ’ ^ , 

state policy, as illustrated by v. m un- e;*!"’;' - i 

control bill and hibonr trd, mud uv ^ .. . - "1 , 

investment capital, normally n U^ „, „..ahe,.-. m In .. - 

areas, has been getting scarce under tin t".i I ,1. n t - ' 

incidence of tax. . , cunUtl iViio vh’''h ] ‘i , ,, . . le- 

In the result of vk-.ous enele 'Ibat du.iM 1 >' ^ ^ 

ornraentand Government in ^>11 aln^Hly o"' r‘ ^ ■ . ,1 > 

mon ground. "gic;.Uonn,eU n ^ lies in t i. ^ ^ 

be resolved first and ob^ louslj ti» ‘ l ,j , , nr- 

time to set bounds to to <<'Vf r man} in '' ' ' • ' ‘ Y- t "i' ■ 

come. Theroisampleground fnr thc . t. ^ l.„ , . . ^ ^ 

ces of rrivato enterprise which si nuh h li\ r i- -’>< .n -I .'V' .V'»i <li f'- 

Nationnlisation in the context IS t jYr<‘il beat ^ - i -Mi'- 

present conditions U calculated . ,, icnalise ajn >>'' '' •. , nl.l 

son. The state has an inahenable r.gh- ^ fu... 1 ""-, . < " 

in any emergency of war or pcact^ ,, ■; 

first be created and it is onh '' h< * c*inn of di' r.b'‘t •*''' " . 1 M 

up to competitive standards that <iiH. ^ 

mt«r «e should engage attention. '> . Y (Vm' ml I’.ill sli"''l.M'- i , , 

dividend limitation should /V , 1 .^j ,l dradiiiail> i' • ' 

pany Law Amendments should be del.-.y d a, .1 ^ 

Awards should be linked to output pel - y\ 

When venture capital comes out. b— i;-'" 

invostmenf capital should engage serious . ,.,.,l,ii ed ''b'l'l "11 . , ,1.. 

middle incomi groups, should be 'Y, ,.n.s-nu nt to Coi-innHut .1 

incentive to saving. It may involve some .mha. 


if 

■ li'i 
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-.mBnt but on a Ion.r view it is both necessary and desirable. There is also more 
money in rural areas than in urban areas, among agricultural rather t***" 
elapse 1 today. But no machinery has been devised yet to integrate and 
them for national purposes. Ways and means must be set in 
small and neglected savings potential scattered over the countryside. .J* 
to imagine that foreign capital will take risks that indigenous capital is 
to take. Further foreign capital can and should supplement ""d. ""t ^ 

digeiious capital. Such capital also is not to be woed and won. It is only '™en such 
capital offers itself for remunerative employment and seeks OPP?^^ 
m™t that a fair deal is possible. The finance for large scale projects 
at intcr-gavernmental levels and may be confidently expected to be available avhen 

private enterprise finds free and full scope. 

In the ficl.l of eoinnieree a regrettable development in recent years has the 

short circuiting of established trade; channels and improvismg ne^v ones presuma^^^ 

to stop profiteering. The remedy has proved worse than the 

experience and resovirces are trading licenses and permits and the 

foind link has fallen heavily on the consumer. Ihe question of state trading again 

is now l. -ing seriouslv convassed to make confusion worse confounded. It iiouUl be 

for 1 he Oriverninont with its limited resources and with serious 
tn abandon schemes of this character and confine its rationing and acti^tics 

to e.stablislied trade channels in public interest. Frequent changes m res 

t fictions have introduce.! and element of uncertamty and concern among trading 
cinles to the d ■triment of consumers’ interests. These disturbances should be re- 

din ed til tlie minimum. 

On the food front also the battle must be won on the psychological front firet 
befor.' production drive yields any substantial results. The emphasis on scarcity 
in recent vears lus created a widespread fear complex among the community wnn 
the nwult'that minimum reserves are being kept in millions ot homes and all that is 
produced does not find its way into the market. Procurement effort with its uneven 
and inii<U'c[uat(‘ resources has but a<lclcd to the burden of (ustress among 
the pour and the needy. For short term results it would be wise to concentrate more 
on intensive ratlier than extensive cultivation. Fragmented holdings do not land 
thom.selvcs to meelianiserl farming and efforts to gear up the cooperative machmei^ 
for tlris purpose can yield no immediate results. With the limited resources at the 
disp.isal of {):-.)vinc‘;ai .r->v.Tiini mts better re.sults may be looked for from minor irri- 
gation w.irk-., se-'fl selection an I manuring. The Government of India may take up 
tlio financing of hie irrigation projects as and when funds permit or loans are avail- 
able on a time s.dicdule. It is not wise to engage on too many fronts in this respect 
ainl ha.>t(> cun onlv lead to waste. 


SIR SHRI RAM, NEW DELHI 

PART 11 


(,t'i SfK — Yes. 

V ' d/oa VO . — 1 should say, prlmi fxc'c . yes, luit only actual experience can 
coalii'in ;>r refute thi.'i impression. 

V'c dmn 01 . — Does not arise. 


‘,h((s(lon 02. 
{,hif.st!on 03. 
(.>a. s7/o« 04. 


— Yes. 

—Yes. 

— Does not arise. 


(^m otion 03. ~ 
ill t he sliort \ iew. 


I do not expect any injurious effoets on our trade and industry 
As regards 1 1.<‘ effects in the long run. 1 am not sure if it is possi- 
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tn th‘it view I <\o not 8CC why 

we to ,.o other than consider tw„,att« 

our trade and industry s o - „relv fii eoinniercial and in- 

Quclion 96'.-My answer nTean conceive of p..litiea1 or inter- 

dustHal consideration IS m .Iclavinf: such adherence, an.l ..n that 

- ■'> t*' 

o.,. 

Queslton econoinie importance. ■ 

Board as one of the State second part, thcretorc, 

Question 99.-The an.swer to the first part ,s ^ os . th. s 

does not arise. , . ,,..ra-'iapli o of tlic note 

the Agreement is ol*e» to ^ already settled provisionaU> - 

to go into the details ot thcs - (...nelusum im this m;ittcr 

Quezon JOi.-I think it is "'"^/Xr'cin.Wioi- of to-day it is ditVu nh to 

<:r - “■ — 

(Jue.stion 1 have no remarks. 

Qne.ition JO i.—l lu»ve no remarks. „veliminiU v t xamination 

ahor^ Ta;^vrcssa,ns a... ..0,,. 

the 1st January 19ol. 

1 ul'l 

K I may sav so witlmut 

practical and realistic, not atmosphere witlt its ' "I' ■' 

Elv;: 

Th. »hi... .1 n~. ,KS..;'i'” 

(a) internally, to achieve bett< i ' ^ Welfare S.-rvu-es^ ioi.l ih) > - ^ 

'taxation or consumer snhsuhes or St.dc^,^^^ , 1 ,^, co,r-m " h.' 

reconcile the conflict , jth his remote and nltiinate in i ■ 

trade mipdrt and oltcn docs '‘c , ' 'Y, vm y often d... s not . .\»d 

consumer, at least as a ( iti/u he ciincerned. , .. 

(i,) that this Commission will presumah > has happened .nui 

I do not attach much ‘^J^Vnial eonditions. it is ci 

1922 • for (a) even under reasona i > .tiviflv more easv in tin- c.i>i * 1 , 

cntangirthc effects of tariffs (it may and (M Hu- .reate. 1-;'^,';',^;* 

subsidies) from the effects of o her c o .„„„^.a;.,,e future also '""Y ot.r- 

period since 1922 has been ahnorm.il. ' ......essary apamst ,nt.ni. 

he abnormal, and a ''"Y ,,',„lr.pendahle. even il ' ;,,,.,„pl. d 

selves in conjeetimd ami, thcretoi . 1 .should not 

It is not, however, my intention tl.at .statistic 

at all. »• tin- ftmntrv .should 

Arguably, at least a rough plan oi the a practieal a.^peet , ^his i^- 

logically precede any attempt at a (’ommission may itsclt he n m 

not a serious objection, for the explora on > . - ,s,,„u.my. 

better formulation of a plan of the count r> 
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From a practical aspect, a sound protective policy which properly balances all 
iiitorc-sts will have to confine its protection to cases oi' : (a) strategic industries — may 
be even on a periuinent basis; (?d nascent or possible industries with potential 
strength for reasonably long periods ; and (c) anti-dumping emergency— obviously 
on a temporary basis. 

I think, therefore, that the policy laid down in 1922 was at least in its broad 

outline sound and does not need any radical change. The ^ 

in the riirht direction. Were it not for the unfortunate use in 1922 of the ambivalent 
word ‘discriminating’ which lent itself to punning, and for the Ottawa Fac. and 
similar dubious nets which justified the play on that word, and the free use of this 
pun in political discussions, very often by persons ^^ho clid not realise the pun, that 
policy would not have been associated in the public mind willi anything seriously 
wrong? In otlicr words, if anything was ^^rong, it was the inisapplicatu n of the 
p,,iicY — not the policy itself. 

I’here is also a feeling today that there is no machinery at present to study the 
eff M-ts of protection givc-n t») si>ecitic industries fr(»m time to time. Such machinery 
shoidd be created, ai'id also machinery for inspection, technical advice and assistance 
liv wav of study of e.xport markets and so forth. 

Today India detinitcly needs a protective poliey. I am aware that a large 
rectum of’ opinion in this country would welcome foreii.Mi capital, but I do not share 
that oi.inion. Obviou>ly. foreign capital will not come in. if it is subjected to onerous 
conditions. On the other hand, foreign interests, once planted inside a tanff wall, 
e Ti easily circninvent the usual rc-strictions aijplicd to foreign capital, w hich. 1 take 

it will also lie applied iu India, v/r. the limit of shares to he held by aliens., quickly 

trainin'' local teehnieiaus. liability to be actjuireil by the State on payment of 
eomiH‘n.-^ati..n and so forth, dliese problems cannot be solved merely by legal 
fonmdae. Bui there is one aspect which 1 think needs special eNumination. 
Forei gn interests can establish themselves .securely insMe the tariff wall and slowly 
swallow tlie smaller local fonccrn.s. This can happen in any industry, but I can 
tliiiik at oner of sewing machines, bicycles, macliine tools, in fact most engineering 
iudn^trios an<l also .ertain basic chemicals. If foreign capital is allowed to conio 

in. this risk must be provided against. n i 

1 wouhl inal<c‘ two concrete sugge.stions : (i) lureigii capital shouhl not b? alloweu 
on a scale bigger tlian wouhl be sn'tlieient to meet half the .liflerenee betwe. n the esti- 
mated consnini'tion .if Imlia on a conservative basis and the existing h.wal prorluction 
, , tiler half being reserved fc»r local capital -ami (I’l) foreign concerns manu- 
facturing in India mu.st be under obligation to .sell at fair prices to local Indian 
manufacturers essential raw or processed materials or parts. 

I do not. at ihi.s stage, attach nuuh iiufiortance to tlie flanger td' local and foreign 
<-ouc<‘rus jointly, througii i-artels, exploiting the eonsiimer : for the remedy would bo 
more or les< the same as in eases of monopolies ere ired by exee.ssive protection ; and 
monopolies in mai-proteeted industrie.s. whicli s«m Ic 1o op|>re>-s the consumer, would, 
• K'. be fit imluslri'-s fbi- nationalisatiiui. 


(Jm.slion 1. — Yes. t,)uite apart from ideological elianues. particularly the n- 
< rea.'iii'..r dc.sire for an<! faith in a planned welfare Stale. Mu-re have been two out- 
standing factors, namely. (1) the )Kutiiion. int<» two poliii,al units, of what Nature 
cleaiK intended to be a single eei>ni>mii- unit, and (2) the persistent and immense 
iner< asi' in population unaecompani- d i»\ .i <•< <riesponding iuerease in the indigenous 
food .snpplw Im-idenlally. inteni tt ion:-! de\elopnients sim-e 1922 point, in my 
Opinion, to 1 he greater need of India t>> In* .M'lf suilii i« nt to'lay n«*t only in respect 
i f (uod Init in '-.spc et other things al.-'". than in 1922. 


& 

2.— 'fids «(uestion is priiiMi ily statistical, and I do ntd propose to go 

inl<' it. 

Qvt'Mion 3. — 'I'he partition of tlie la.oniry lias already ileprivcd India of a sub- 
-t. ntial part of two important ami csseni-al raw materials, namely, jute and staple 
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1 • . 4-Kooi^ rmtprifvls can !)C arown in Inrlia to a j/n'ater 

cotton ; and wliile, on a ’ ‘ p^^i^j^tan, in the Khorter v'vw. must oh- 

extent than at present, the j csneoialh' durinji j»erio<ls of straine<i relations. 

"" 

exports, especially in critical times. 

^ ,■ ( Tn lin must become self-sufficient in the matter of foo'l. Tins cun 

Qiiesimn ifpln.lia nuist bew resources sucli as ereei, manuring au'l 

■be done by .ffiUismg ,.ield manure. Tlie burniiu: or u .i-hmg 

Lay into rivers or seas “f importance slioild be civen to ■, veils 

.should be intensively not be laid oii reclamation, etc. and a letisli sbotiM 

Lt bo made of this. First .l’”'L'i''“inch briim foreign excliangc. By increasing 
materials for Indian eL lie casilv met. Tli- gre at ,,robi..m, 

high yielding crops ural liroblcm but all tlio same is the cause of i reatma 

ssi »' ““ 

•destructive birds, etc., etc. 

Incidentally, our forests etc., but as 

:"hdp to lg™foLure. m'r providing fuel, cheap timber, lea, manure 

.and pasture. i • i • • 

As regards mining, the most ^LutUfo^LT 1mm sy:;: 1 

hoped, will not only be “ .‘....tallurgical needs, but be traii-siiortcd cm a 

with due regard, among ‘Lvincial jealousies and witli a vew to inmumse 

rational basis without regard to l*'"' '"^ '‘f 

the cost to the country s industry as a \ , 

• • ^ j.wliwtrv the exploitation ot jiyiite.s ol 
Though not a very important an extensive -veale and inun - 

different kinds should, in my . of the countrv is t->d..y d-'penrh-iP >olt ly 



developed. • • i 

Questions.— 1 ’r*'''' 

have progressed substantially to deveh.p iudusH Rs as uas .[..a- 

if, during the recent war, stops ha<l be European an.l Aua-iu-an v.,uatri- . ladia 
for example, in Austndia. ' 30 vear.s. Totlay. tia iv is no il-.ul.t a 

has no doubt lagged lar behind m 1 - j.nHlue-tivity of laboni. I! - nt 

general malaise in India, showii 1 smnowhat adthsl t > ilie dil 1 i 'n!ii*-.s 

instability in the Government’s fiscal ‘Y;. ; .....jm- indu-fi ■ : 

of industHos. I will now pass m revieu nctn b. a 1 . .. ^ ^ 

/roa an^ ^teei.-Not only have alld^SteeU’ 

two other concerns, namely Iiuh.m Iron b <■ , more steel and iriai in lie' vouutrt 

come into existence. There is need for nvin m a 

U «tr.,neer loduV tllUIl lU lU--. ">t 

Cotton Textiles. — Thus industry us ”*'**„, ndv luarkets abroa<l. The ll> in the 

Sapnr.-ThU industry cxpm.ded at a ^'iSu^ O b" ImU-'s::' - si nd,^ 
Over-production and price-cutting led o I h' induslrs 

cate ; but before the Syndicate could tune ofllie hiiih ni ieo of «• in<-. u hit h is 

is again in a difficult position now largely n « and also because <>l uii- 

neoessarlly linked up with the high price o reasons, the future ot the in- 

ocotiDmic allocation of certain factories. o « 
dustry ne^ds close watching for some yeais • 
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Cement —The cement industry has been growing and can grow 
f r ihtZ is SO much of arrears of demand not only from civilian needs but from the 
Government programmes of dams, roads, etc., and the programme of mdustrial 

expansion. 

Paper -This industry has expanded substantially, but its further expansion 

VeltH™ — ° V ato “'Xbe 

1 ft ith the large scale factories. ® ^ ‘ ^ . ‘ of them, which were brought into 

tries arc willVobably need to be backed and developed. 

:frcdut <he.nicals etc! both light and heavy. 

6.-10 1 twi^t^ ^ 

heavy metallurgical indastdes-both ferrous and non-ferrous, 

u’artrculiriy special kinds of steel, dye stuffs, distUlation of coal, etc. 

There is one item 

been given, namely, ^e e\\ < Indi in Chemical In<lustrv on foreign sulphur, 

‘l''\Hv!::;:rime^cl -e should develop our sources 

!fNkkth"L™Xzino Tim Phosphorus, etc., so that when foreign supplies are cut off 

ftve are not helpless. 



(c) Compaiatnc ^^a |sUcs . 1 pi-oduction is higher than m 

it is well known that oi r laDoui p nisn hierh. 


tiiink that our c.st on overheads also is high. 

nmn mim m mnev hat, hut the urgent need in t lie country lor hruiging .iown co.sts 
piodiiKion will, it is Imped, operate ... the other d.re.-tuai. 

. Ifni nx-nil-ihlc todiiv bccause (1) ‘white* money is non-existent, 

th.nl-s tax\ation and' high cost of 'Uving, and (2) black* money will not come 

!mJ except to buy consumption goods or Inilhon or precious stones. 

f M We b'ldlv need more pu^^cr an.l at much clieapcr rates ^vluch the projotted 
ilvdro-ek\-tric s.-lmmes will pethaps supply. I lun e already roterred to our problems 

in respect of cotton, jute, ami ^sulphur. 

(M Ilidi 'M-adc technical ability of the academic kind is available, and can bo 
• 1 11 i ^cisx'd in response to greater nee<ls ; but tlie ability liascil on judgment and 
',i;!etieal cxperie.iec va.i grow „.,1y ddo by .side witl, hidustrial expa.is.on. 

//.I * An undent need in liiis cumitrv is tlie l.ctter education of skilletl labour 
ftml the hwulcation of a bctt,-r s.m.sc ..f .vspunsibility-particularly of the toreinan 

or mistri class. 

Onestions 7 d- A’ -On the pr.-inctioii side of tho country's economy, next to the 
r ..1 uroblem of this country is that of fiiuling work for the enormous surplus popu- 
at ion in tho countrvsidc. Only a ^mall fractifin ot this population can be absorbed 
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in large or medium industrie-s even if the country could solve the problems of urban 
housing, sanitation, etc. that would arise ; and, obviously, the best plan is ^ 

this surplus in cottage or small scale industries. For eonvenicnce, 1 shall I.erc after 
refer to small and cottage industries as interchangeable terms. 

Some of the Provincial Governments have made enquiries in comparatively 
recent years into the cottage industries in their areas aivl the result of tliese enquirit. 

may be seen. 

Cottage industries have given way before large scalo 1;'; 

llSl tL spccS,.. aUr=.tio,« of .lu town., eo.nbino. ‘ 

restlessness and the weakening of the genend rnoral '' V a^ 

been unequal, because (i) cottage industries lack e leap 1’?''' . tools iiieludin'^ 

extensive rural electrification : (ii) tliey also lack cheap 
small machine tools — this again is not incurable (in) or ' 

get their raw materials in uneven quality and at very high i ■ ) - , 

organisation for finishing, packing, or checking qualities : 

marketing faeilities-there is a wide field m, d t m tool' and 

' HI noMar;!::ig : a^Kr^iO liU recently, largo ind_^Uy 

^ rf!;tu;'l:ti; t*:: "dam-c ..n ,he 

other side. 

The competition would not be unequal in 'YndiMri^^^^^ 

artistic goods at prices much cheaper than \\hat ■ - ] ■ ^.^iidi- 

under tKe most favourable comlitions. » ‘I tbr 

tions in villages are made less diear> an I a ; j of ootlaoe indus- 

shallow excitement in the towns becomes , i?. ‘ q\ ‘ ou^ on tbi- matter, 

tries will not be a .simple matter. We ^ Is ol lltVand ibaraotor 

IfJapan succeeded in this, It -i-Iv 

all round in that country, achieved over a ^ ; I'**' ' . i,,,!...,.,, l.i,bly 

producer-eo-operation, on which H uin d cNtcnt in o 

developed there ; in India, on the other hamb Ip.;,, po.lnro. 

of Credit Societies, the co-operative movement lia.s • 1 

The establishment of a proper balance ^ 

industries will not be an easy matte i . ant wi * ' servants with an cntnrly 

aid. in particular, it will need a large number ol fm, ernnu nt . . n 

new outlook. 


Basic and heavy industries in'llLtHld" To ilm 

flict and overlapping is between mcdiuni should diseoiinm,' sueli ..verb.p 

extent that it is «<lministrat,vely feasil.le ( 

by rapidly creating conditions in favour ol the '' ' f- p.,, 

fiLtiin, cLap and good tools and machnie to^f^^^ 

Question -^--Cottage mdustnes can ^ ,.,.p.ti..n betw wv.n llwm an-i 

neither possible nor expedient to e.stabhsli < . [...itwiries fi>r a-M i'-uUmo tUn inj tlic 

agriculture. Some of them could he " a bu-al aei i. ubuial 

off-season, while others might be whole time, ,arud. < pels 

product or not. The day-to-day local neusc . p,,., I, bu ilitie.^, 

and pans, mats, baskets, cloth shoes, simple u i n j j shoiiKI be c.\pb*ilcd to 

whether of traditional skill or of particular ‘ I (i.vcru- 


11 
lull 


traditional skill or ol pariicuia. Mn.porl. <l bv (boa r 

the utmost, and through well organised centres of skill or lia.btu 

ment, both production and sale should he hnan -• induslrv, 1 can tliink 

can supply fairly wide areas. As adjuncts ' I.! .• .. Ctric purer, 

of assembling bicycles, perambulators etc., hand-looms ciiiNcn ij 

light engineering jobs, and making of donicBtic u cnci h. 
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70.— Suitable items for export would be fancy ^ “ 

artistic oualitv like brass-ware, ivory and wooden carvings, rugs and bed-spreads 
superirkinds. embroidered goods etc. ; it is aU a question of creating particular 
markets abroad with a trained taste and adequate purchasing power. 

QueJif.ion 11. — No. 

QitpjiHon 1:1 . — Sec my answer to questions 7 & 8. 

Qur.slioj\ 1 j. — I cannot say. 

U d-- /o.—I am not sure whether much will be gained by a post- 
mortem e:<a'.niiation at this stage as to the various acts of the old Government 
As already sta cd in my general r.miarks, the Government of India s attitude after 
10;U was‘visil)lv difTorent from its attitude before. Apart from the OttauaPact^ 
whicli, protiahly, sacriHccd to some extent the interests of India, I can think ol 

nothing else. 

Ouo‘^twn IG—WhWe every one recognises that the policy of a Government 
shuuUl bo fairly clear, it is, I think, vrong to take such recommendations of Com- 
missions and (‘’ommittees as though they were statutes and try to construe their 
words strictly and do a lot of hair-splitting. I think the conditions referred toby the 
( 'ommission ‘were, prima facie, all rigid. It is true that they did not refer to cases 
of nrotoction ‘’in the national interest”, but such ca.ses, 1 should have thought, were 
to be taken for granted, for the simple reason that in any country and at any time, 
tlie ultimate national interest, taking all aspects into account, must be the over- 
ridiiK/ consideration in any important matter. Again. 1 am not at all sure whether 
the Taditional conditions with reference to “natural and economic advantages 
referred to in t!ie terms of referenc e to the Tariff Board. 1945. are really more than 
a paraphrase of the first CfUidition laid down by the Fiscal Commission of 1922. 
What is needed is a broad outlook in disposing of cases as tliey arise-and not skill 
in draftsman.^^hip ami in producing verbal formiilte of pretentious accuracy. 

Qiirstions J7 to 10. — -In view of my remarks on earlier iiuestions, I have nothing 
to sav. 

(^ueMion :10 . — 1 have no remarks. 

(Questions 'll <0 11. — These <]uestions. which are primarily statistical, are evident- 
ly for the appropriate industrial org mlsation to answer. 



ilie TarilT biggi'r units witliln the country can ahs(»rl> tlu' smaller ones ; but this 
leiulcncy is very inucli more pront*iinccd in the ch<l- of big foreign ecmcerns coming 
iiisich- the fariiV wall. (2) protectU>n given tlirough Customs duties alone cannet 

^ .11 iV. j _l:l X \ • 1 1 •_ 


dcsir- 
ace with 
hether 
should take 


Question 25. — I have no remakrs. 
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Question 27, — Both in the Cotton Textiles and Sugar Industries, I know that 
progressive firms have initiated research. 

Question 28.— There is little doubt that the high rcvenue-.Uities from VXH) on- 
wards must, to some extent, have given a fillip to the development of l(Kal mdiistne.s; 
but there is no readily available means of correlating these revenue-tanlis with the 
development of industries, stasistically or otherw ise. Nor can 1 gi^e any e.>:amp es. 

Question 29.— la the absence of sufficiently reliable figures of the magnitu.lo of 
domestic trade^ it is not possible to discuss this matter statistically. iMinng ic 
early thirties and in fact almost till the war, the balance of trade of the country \\as 
unfavourable, and we were balancing the trade by the continuous export of goM 
which had been accumulated over many decades. 

Question 30.— One of the standing complaints of industry in this country was 
that the RaUway Rate policy favoured the importer rather than tlic m<lustnalj:»t, 
but this charge was not accepted by the Railway authorities. An^wuN, am no 
sure if anything will be gained by going into the merits of the disi>ute now. 

Question 31.— 1 think the conditions of international trade in the worM arc 
still too unstable to justify basing our policy on any inferences to be drawn from 
the vicissitudes of trade in the last decade. 

Questions 32 ami 33.— I have no comments except that tlie irequent changes in 
poUoy (which may have been inevitable on other gronn.ls) l.avc upset tlie caleulatmn 
of the industries afi'ected by clianges in Import A: Export jiolic>. . 

Question 3i.-(u) The present difficulty in the eountry in 
devetopmeut is not so mucli unfair competition Irom abroa, , as tlie 
of capital, the very high cost structure of production and tlie lo« ‘ 

labour and in two major industries, namely, jute and cotton the 
materials. Until these problems are satistaetorily solved, the ‘ ^ 

may well remain in the background. The present exeessuve rate ol ' 
should also bo substantially brought down, il tlicre is to tic anj in 

industrial expansion. 

(b) It will he necessary for Government to solve tlic problems referred to above 
In additfon active steps sLul.l, I think, be taken lor the 

ductivify of labour whieli has actually fallen. It is 

good relations betneen labour and the management, the mamt.i.a.uc ol .Ilsiij 
and of gooil standards ol work. 

priojs. 

Question .36'.— I think that the Goyernnient might for the time being lollow 

the present policy wliieh regulates the Ian o.in . 

Question 37 -On the whole I agree with the minonty w.th eertan. reser.ut.ons 

QmHtion 38.-1 have already an.swered this. 

n.u’Htion 39 Yes In the ea.se of these industries in wliieh the local minnow 

niayie swallowed up 'by the foreign «hale, some protection is necessary to save 
the minnow'. This may have to be non-lisi’al. 

Question 40.— 1 am strongly of opinion tliat protect ion .diouM be proniisxd to 
in.lustries yet to be established, if they otherwise satisiy the requisite conditions. 

Question 41.— Uy answer to this que.stioii is indicated in part (e) nt the question. 
1 should, if possible, prefer a bounty or a subsi<ly; but, unlortunately, except wlicre 
the product is confined to a few standardised (yiies capable ol easy testing and 
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measuring, a bounty is areTvoTved. ^The 

prices can work only if a , euLanteed market for domestic pro- 

S“n re"edt\7t-porarily wlu^ domestic production is setting its 

house in order. , 

Question J2.-State tracUng might be the -lutiom 
and procedure may continue as at present, namely, the levy or 
customs duties for so long as may be necessary. 

Qaesh-ou «.-Expmt duties 

not be lesorted to except when, as m the case 1 monopoly. Except as a 

country has a practical ujonopoly or even a *"7° ,Se ? mder to further food 

prXuou ^rruTo'li'^ction' ^ 

kS^h^Stc^r Se'^lr^U— - giro 

a ynbsidv to the domestic industrialist. 

5 : 

to Income-tax. 

Qun-'itioii 4->. — No. 

/! I- , in Vn oKcont (11 in the case of countervailing duties against dump- 
ing anT'(2r" bci> ti.c Tariff Board or other body watching tlie situation sugges s an 

immciliilte cliange in the duties. 

/, iv,. /- Tli/x Tiriiarirv consideration must be administrative. In the case 
of a commodity which is bulky moreoUr 

-e in^wi hw* dic’dd ^tJir'^d^c lau^ is m^e easy to 

Somi^lhncs, practical convenience may suggest a composite Tariff. 

Quc.'^tion They are very useful in emergencies. 

0„r.,„o« /.'y.-l think protective measures should he for 

::;-:c‘:Sn thar:!^!!^-:—^ 

jinjjroved. 

Qu€sUoji fjO.—l have im remarks. 

.elfsumderev'm“rcg'a!rto\'u^^ 

tlu , , , . livlia. however, is BO vast and Its potential so great 

of self-sufliciency. without 

paying too high a iwice ior it. 

(hu ‘<tlon .-i-’ —Whether Gcnt-rnment or quasi-Government institutions should 
participate in foreign tra<le is. in my view a matter to 

r,.u,n,u l.iit on nractical consi'U lations from time to tunc. All that 1 can ^y is 
Uiat in the immldiate future it ^\iU not be advisable for Government to take up 
Biieh trade on a large seale for tae simple reason that it is not even partiaUy equip- 
ped ft>r it. An exception would be the trade wath Pakistan for some tune. 

Question 53 . — Does not arise. 
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Question 54.-Ae regards the short "^l^^rnTst 

question 34 As education in the country generally, 

~oZ “"dredueation in Engineering and Chen,istry. It should also 
develop the sources of essential raw materials. 

Q„e.eian 55.-No. except that 

be told not to tax either coal or ^ and local^ Authorities to tax 

there is almost a stampede ainong h,,fi«Pt-irv difficulties — , (2) raw materials 

these things because they are all -j Policy shouM be re-examined. 

ar.iiL’r.t::- rr&sr;: ' ^ »"-■ 

Questions 56 and 57.— No remarks. 

sunk, must not be allowed to grow. ’'V |,rotection. oi>viou>lv tin re is 

at the most, an industry is unab^- it shoul.l not be , 10 - 

somcthing prima facie wronb in th induWries basic lor the annament indm-tnes 

tected unless, in the national mterest. i.c.mdustmslMs^ 

and so forth or industries gu^^ranteouig some r. e ^ is 

sidcred expedient to maintain the iml«=^t > ' . ‘ ; jj jj . object ol ].rotertion 
not considered expedient to nationalise it ” ^^,tVem to re.-ist eompe- 

is to enable the local industry o ■ Tn en ^ 

help and facility in the shape of con. it hms about price 

policy, wages etc. Z\ 

harm than good in most cases, < , “ . ^ adopted a proper polic y m ri 'pect 

the lesser evil. Anyway, unless the ” wouhl not be able to >ta.,d up 

of prices, wages, technological iinprov cnunts ct .. , t,d and docs not. 

to Lmpetition. If, on the other hand, the it " vill Torlcit it> claim lor 

of its own accord, discharge tlicse iniphc The real thing to salc^uaid 

further protection, which might othci wisobe gnu , arveh.imu-nt^. tlie 

against is in respect of tiiose eases ,i.e c.nlv nuHciy in 

protection already given hecomes i„vesti.u,ti,.ns mul't.. uiti.dmw 

i^.r,:;:d<:.!;^n"i\rea,r^vcn. Id ;l T:^,rii:::" . 

rLtre’iL'rprXera^^^^ uio- 

costs and improve cpiahty. 

Question 69.-1 think that tl>e question of pn.teeiim, sluudd m.t ,^^^ 

With the question of standardisation ‘“J'* ^wll. more t>r Ics^- ^n.to- 

couplcd with increasing iiitelhgencf. 1 . ,.„„trol of pioduct-:. DbMously. 

— ^hould he prclommaiu, proh-ssmiial 

and technical. 

Questions 70 and 7/.— Already an.swcicd. 

Question 72 el. seq.—l think, under present or 

come, it will be an lulvantagc for ...n-ious plans of development of the 

Bumo other body of that type to .ViH not dispense with the need for 

country, but the existence of such u (,ommiK closer control o\ er 

a Tariff Board. Similarly, if it becomes nece.ssary to ^ ^ that 

industries generally-not merely protected mdustr.es-unoti.er bod> to. 
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„ aot Anv wav we must not lose disproportionate time and 

enefgy^n tL settlement of problems of mere organisation, but should get thmgs 

going. 

Qiiestion 77 et. seq.-J agree with the views of the Commission of 1921-22. 
Que.'ilion 80.— 1 do not suggest any change. 

Question 57.— There is a feeUng, rightly or wongly, ^ at the tariff Board is 
not of sufficient permanency and does not have enough 

discharL'c of its duties; but I mav be wrong m this respect. The Tariff Boards now 
o-davs seem to get through their enquiries more quickly than their Predecessors 
did. 'but even so, it is, I think, desirable to expedite the enquiries further. 

Oue.'^tions 5t? and 83.— 1 should imagine that the object of the present procedure 
is to discourage frivolous applications. But I do not see why should be any 

obicction to the Tariff Board making recommendations suo motn in a particular 
industry, even without an application from that industry though such a case may 
not often oc-cur in practice. 

Questions 8 f and 55.— The whole thing really boils down to what should he th^ 
machinerv for sHfting frivolous applications, and on the whole I should Prpjer the 
ai.plicatinns to go .lirectly to the Tariff Boani who could reject frrvolous applications 

without I'lahorato examination. 

(J II I .v/ i 0 n 80 . — Nil . 

On, dion ,S7.— With a properly constituted Tariff Board. I cannot imagine why 
tiic ('b.vernment sliould differ from tlio Board’s conclusions; but, obviously, the 
(.. crniucnt must have, at least in theory, the power not to accept the Boards 

revuiiiinciidat i<'>ns. 

Qiif'di'on 88. On the ground of flexibility. T shoukl prefer a non-statutory basis. 


SHRI G. D. BIRI/A, BIRLA HOUSE, NEW DELHI 

I would not attempt to give answers to the questionnaire issued by the Com- 
missi, .n, I wouM rather put my vicw.s in a wry general manner and propose to 
answer such sjavific que.stions as may he put to me when I appear before the 
f’onnui.ssion in person. 

Kvcrv j,roposal that we may formulate for the b.etterment of our economy 
should be judgc«l only by one criterhui— th.\t is. how far will it contribute towards 
the iiu rcascrl national wealth an«l thus raise the standard of living of the masses? 
Anything that inqie<les the achievement of this ohjoctivc must be cleared out of 
our \\ ,iv and anything that lu-omotci-- the journev to the above end should be adopted 
as tlu! ‘isin‘ of the country. 


Looked at fn>in this angle, there couM he no two opinions that the first thing 
that .a poor country like India, which proposes to Imild up an edifice of prosperity 
in the shortest possible perirul ncals i.s liai'd and still harder work. The impUoation 
ol 'his translated into concrete form is that: — 

i‘A-, n if a .a-4-hour week could nf> longer be re-atU)j)tod. a 4S-hour ivock must 
nieiiiiuni \iork tlemanded from every eitizen, of etnirso, in his own line, be 
•: . I'riviT. a elerk or a teacher. Any attemj)t to reduce the working hour.s by the 

b.uk <loor. as i.s often being attempted, must be firmly re.sisted. 

(:2) rnnocessary holidays ])e cut down and at least 310 days in a year 

should ln“ preserilxMl as the inifimum working days. At present wo arc working 
:J00 or less dav.s. It i.s the nation that pays for holirlays. In other words, a larger 
,, umber of holidays would only e Titributc towards greater poverty. 
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(3) Industries should be encouraged to open the-r o«-n 

balanced and good diet at reasonable cost and also medical help conducive to stam 

and good health for hard work. 

(4) Bonus and other rewards should be linked up with production am 

.attendance. % ^ _ 

(6) Rationalisation and other measures to increase production per man- lo 

should be encouraged. a,w 1 

(6) All forms of idleness except for recreation should on 

on the seventh day God finished His work which He had ^ 

the Seventh day from all His work which Ho ha<l made . Ha 1 Ho . 

•and rested six days, He would have been starved to deatl). 

But with what are the people to work hard? To ^\ork **^J'‘*^ \Ve need hetT'T 
And for a job we need land and factories with all their equipmc . 
transport, more roads, rail and ships. And tor al! this, we 

Capital comes out of profit which is saved. It cannot .1 

vaganco. Hard work savings and investment, these are^ u > pioiln -.-d 

services, houses, more leisure and other thinjis have to come a 

now wealth- i i r .n- 

If we are to industrialise quickly,— wc need caiiital. Indian 
I am not in favour of horrowhig in foreign countries ,.„t,,,ri.rise. 

Private investors would not be mteresteil m an\ -• ^ •'‘on t lores, 

■Government has planned a few things. Two steel j) an ^ ‘ aljout 

a machine tool plant to cost about 20 crores, an cleft in .i ,,, ■ ; in. f-^tors. 

■30 crores, and a few otlicr things. Not one pio lias been ‘'‘'’‘j' ^ , it., this 

Indian or foreign. I don’t think any foreign capital is ,, 1 , 

country unless a few things arc done. The greatest half f ap ^ 
mentation 'and too liigh taxation. 

The thousand 
tives. Looking 
and Biliar impt 
in these provinces 

not much, again oue iio somu suit wn*.,.'/. •'/ m-i' 

Sugar Industry is told when to produce and how to produce, a ■. . p p,,u 

buy and at what price it should sell, from where , , , i i-: .. n 

much it should pay to the workers and how many of , , ■ it aii li 

molasses are controlled. 'U^hy should any industry neei J' ‘ ' , ,,, Snli 

are issued by the Secretariat which must be obcyo.i. \Nif“ ‘ i, .. j. n,..!. ) f'l- 
a system may be good enough for driving cattle, but i i> no ; ,,,pi ■.'■■A 
men. What 13 required is to let loose in an orderly luslnon all lie m" 

creative talents of men which we have so long froz(Mi. 


Table 1 


4 

Comparative Orowth of f!ugar FactorieJi in the I nrious I xnluir 


'/ ■ ' . 


Name of Provinces 

U.P. 

'Bihar 
Madras 
Kast Pnnjab 
Bombay 
WoBt Bengal & Assam 
Orissa 

Indian States 

Total for India. 


(No. of cane factories working) 

« ■ A tk 


1931-32 

14 
12 
2 
1 
o 


31 


193^.30 

r>9 

32 
7 
3 

i 

H 
2 
n 

• 

139 


71 

31 

» 

S 


i: 


Io“ 


I h . IT 


•1 


IT 


l3.-> 


Heason 

1931-32 

1939- 40 

1940- 41 

1941- 42 

1942- 43 

1943- 44 

1944- 45 

1945- 46 

1946- 47 

1947- 48 
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Table II 

(Figures in In^'S of tons) 

Tj p® Bihar 

fifi-iio 75,091 

6,59.600 3 22.100 

liliVo 

6 12 500 2,37,400 

7 •woo 2,’l 2,400 

5*28 900 1,69,900 

feo’.OOO 28.600 

5,25,800 1.48.200 


Rest of India 
17,178 
2,60,100 
3.36.000 

2.77.900 
2,20,800 

2.76.900 
2,54,700' 

2.40.600 

2.46.600 
3,06,300 


^ 6 ,u ,000 Durh?.:"the few months of decontrol 

prod^ctl‘r„ru‘;t X Sn1.:rper^nronth. Now we are prodnclng less 

general index^hat was 126 • 8 in 1943-44 is now as low as lOo 1. ^ ^ 

iM.lia (without Pakistan) produced crop has come down 

started meddling and fixing an cotton to food has not given any 

to 24 lacs bales. The diversion of '«“'Vcnrthf Government figures. According 
increase.l produiction as the figure that was 106 in 1943-44 

to the ‘Eastern Economist ^iirmultural inc ex. t production is 

was only 92 (provisionally) in 1948-49. O r capacity o , 

nearly 3 million tons, hut "e have not been Ptoduem.^ it.^^ standstill. If 

S:r‘:«e ^vln!;^ wl;::" L'not'people would not invest in new ventures 

With all sort of uncertainties aiul interferences. .lefinitelv 

are niakini^ serious mistakes. Ih > 1 tchmM has- 

all the creative energies of the people on the other hand, with all its 

l.cen what we iu>t made any equally appreciable 

t -1 oiild but brie^ from A. mortar from B and cement from C, and fhen to 
^ f n. ;t> through an Enforcement Branch keeping the builder and the 

emdraetor :m,U; a eous.aiU dri-ad of the police. This is not planning ™ns‘r«c- 
tinn but for destruction. This is what is happening ju.st now in India. I roductien. 
investment, saving.^^. initiative are going .lown ; poverty, misery and 
are m>imr up. This sort of destructive regimentation must go. 
C\)m>nLs.^lon\houhl phni to promnlr hiitiativf and cruiim Undencies of the people, 

suhject of course to certain demtntanj patterns. 

We cannot get capital in this country with such high taxation. The greatest 
investors arc the rnid-llc and the upper mi. Idle class people. They are_ groaning 
under the burden of high taxation, -iirect ami indirect, ami can save little for mvest- 
nmnt uilii the pre.sent high cost of living. With the Puniali ruined. Znmmdars and 
rrinces tinished. the high taxation has left no investor, 'laxes ultimately raise the 
cost of production ami contribute towards intbition. Taxes, therefore, in the interest 
of bringing <lo\vn the priec as well as for promoting savings, investment and mcreasea 

proilucBon, must be braight down. 

There was talk of u-d ionalisat ion which happily now is receding in the back^ 
u-oiind. At present wc c.wx sm ialisc only the poverty and the misery. This can 
not raise our standard ol lib . Wlial we need at present is to socialise prosperity 
la other words, wc must cn ate ])rospcrity and then get everybody infected with vt* 

I hall be ghul to ansvci the questions that may be put to me. 
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Sir Chtinilal B. MeWa, Bombay 

PART I 

^u^aon l.-My reply is ye. 

guesfion 2.— The pnncipal "' ” f[., = _ 

a.e to the partition of the country, are a follows. 

has increased. ..imf.Kt lost our cxT»oit maiktts 

(c) As regards international trade, \Ne la t < 

specially for cotton. vtilp 

Question 3.— The reduction in eotton.s mA 

industry. At present India has to re > i,. cottons is increased in India, tlio 

unless and until crop ot medium 

textile industry ^vill be under a great handicap. p.,Ui,tan 

Although India has removed impt it Pakistan. 'Hu* ;nnount 

continues to keep up the export ^.^.tton of Pakistan eomvi^TixUyvh 

of duty is a very heavy one and it makes 

dearer to India. , _ ^ jniT,«.rt( d 

In this connection it may he point.l out .hat im^rt duty on „ 
from other foreign countries than Pakistan , , in ^ i.u ofl.vlia 

In view of the heavy export duty Jn;'",|n,n nnd long staple cotton lor 

not likely to he able to grow , V„, moss of tlic textile indnsti .v ol ndia 

at least ten years to come , it m ncccss. j ....ontrii-s other tlian Pakistan should h 

that import duty on cotton from fore.gn counti.es 

abolished. . ;< to incMc.-c y-'ld 

Queelion 4,— The basic requirement S’™ ,,n,or eithe. th.ooch ■ co.ds 

per acre by the u^ of fertilizers and increased supplu 

or through boring wells. tlu i. i' no 

In the above paragraph I have jnVlulu'y" ‘here ia the q<u -tioi. 

question of intensified industrialisatio textile indiistiy. 

of sufficient supplies of raw cotton to the cMatu . hy 

guestiona 5 and 6.-Thesc are the questions u inch m d. 

the different industrialists interested. iiuliutw in iln 

gneafion7.-(a) The present posiU^ of ,e l„ popc ly 

economy of the country coinpcira , t- ) ^ 

encouraged. , . :,.rlimtrv sliniikl 1" ' 

(b) (i) The relation of small scale and co ag ^ - 

agriculture. , , , \ 

(li) Small scale and cottage industries slio 1^1^^ in.Iustri.-.^ u'd' 

industries. But there can also be sma ■ • .j. ^, ^1. -'in ' J , 

of large scale industries. This can pro. p .|^j ,j \,y hirue * 

induBtries are properly protected from competition . 

well as imported materials. . run snwdl 

Qriesrion 8.-Under the p^sent circ— in tk<- -..onondc 

scale and cottage industries ha\o a fe 
development of the country. 
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Question 9. — (a) Dairy industry can be subsidiary to agriculture. 

(b) There are generally a number of parts and minor equipments within th& 
large scale industries which can conveniently be done by hand work, and such 
things can be supplementary to large scale industries. 

(c) There arc many works of Arts which can be independent imits of production- 

Question 10.— Fine Art industries can be considered specially suitable for ex- 
port purposes. 

Question 11.— I do not think that protection of large scale industries has affect- 
ed small scale and cottage industries. 

Otiestion 12.— The main handicaps from which small scale and cottage xndustn^ 
suffer at present are competition from large scale industries as well as imported 
materials and generally lack of appreciation for the products of the country. 

As regards the steps for the removal of these handicaps, the suggestions are 
that special faciUties should be given to the products of small scale 
industLs along with preference for the 

denartraents, bearing in mind at the same time that in the be^nmg the quality 
may not be according to the present day taste of the users and the pnces 
comparatively little dearer, but by patronizing such products time would soon come 
will'll good quality products would be available at reasonable pnces. 

Ouesiion 13 —The steps necessary to safeguard the interests of the small scalo 
and cotta-'c industries when trade agreements with foreign countries are negotiated 
are that special tariff preferences should be secured for the products of such small 

scale an<l cMxttagc industries. 

Q„c, lions U to L'O.-Those arc the of 

the cUlfcrct itKlt>.,trial,sta of the country, but pprsonally. I feel *7 
discriiniiicti. g pro octiou in itself is basically wrong and not m the interests oi 

the iiulustrlos oi the country. 

21 to 27. — These questions would be better answered by the different 
iiiflustiialists themselves. 

()u>.stir,n 2S.— The revenue tariffs impo.scd in the past have 
cir. i l Mil ihi‘ iiruwWx and development of different small industries and also leduced 

in some case.*; the imports of similar goods. 

fJ’K -^tloiis 2d to 33. — The same remarks as made under questions Nos. 21 to 27 
ap]‘lv lure also. 

3i — Ileh'tively much more importance should be ^ttachedto the. 
Me asures under present-day conditions for the promotion c- our trade and 

indu>t ry. 

(h(> <li<»i 3"..— In the present state of Indian industries, India .sh iild look to the 
reduction of lon-kni imports as much as possible ami for that purpose an appro- 
priate tarilT ])oU. v ean assist to a considerable extent in the development of our 
imlustries whieli \\ouM ultimately reduce the volume of imports. I do not thmk 
that a tarilV policy <-an be much sueces.sful in increasing the export trade and it is 
ruit necessary also. 

Question 3(>.— For the short term period the objectives of our tariff policy should 
bo to^see that cou'-unier goods are not imported to an extent and at a price which 
wouM alTeet adver-ely our existing internal industries of consumer goods. 

Question 37.— 1 '1m ..gree with the minority report of the Indian Fiscal Commis- 
sion *l5>21-22 that tlu !'- .-houhl be an uiuiualilied pronouncement that the fiscal 
policy best suited for Imlia i.s protection. 
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Question 38.— The principles and conditions for regulating the grant oi pro- 
tection or assistance should not be too trying and should not expect very quick and 
fine results from the industry. 

Questions 39 and 40.— I .'i«ree with the view that the grant of protection should 
be given consideration if necessary even before an industry is established or ^^llen 
proposals for its establishment are under consideration. 

Question 41.— (c) I would like the appropriate method to be determined in each 
case on its merits. 

Whenever the internal cost of production is high and the foreign prices are low, 
then the system of protective duty is preferable whether the volume ol internal pro- 
duetion is sufficient for the internal requirements or not. 

On th« other hand, whenev er the internal cost of production i-s bw and the foreign 
prices are high but the volume of internal pro 1 net ion is 

requirements, then the system of pool prices should be adopted for distribution. 

Question 42.— The Government's policy and procedure wliere the situation caUs 
for offiy safeguanUng or anti-dumping measures as distinct from dl* 

tion whether for smidl scale or large scale industries should be to raise he 
to the extent that all dumping may cease, or whenever internal pro luction i. sufficun 
for internal requirements, then the imports should be prohibited. 

Question 43 —(a) The place of export duties in the tariff system m the future 

.should be rather comparatively small and attached only those 

eoods which may be the monopoly of tlie country or for wh ch tlc-rc uouM not be 

fnv com^itio/ fron, any otll^r^counlry in the thud - -P 

duties may be levied on those commodities and goods whicii ma> bt nc cedars 

internal requirements. 

(h) There shouM be export control for the purpose of safeguarding the dom-stic 

‘ consilr agaurst critical sLrtages as well as for 

raw materials necessary for utilization by the domestic mdu-stiu^. 

Question 44 —Fiscal moa'-’ures can help an e.stablishetl industry t ' "* 
expc^nl^tempoJa^Sy. It is h>r the industry itself to bo .ib^ 1'^ 

in tho export markets. However, the mdustry should no be at an , hs .dy.mta^ t 
secure its raw materials etc. as coinpared with its ‘ 1% b.) 

sent there is import duty on foreign cotton, fie nii o\ ^ .• of th' nropor- 

oxports piece goods made out of that foreign cotton s lo ' » refund.' i 

tionate duty paid by him for imported cotton which at pre.sent i.s not u tun 

Question 45. — No. 

Question id. -VavMions in import duties to .ncot variations in i.uport costs 
-should not bo too frequent. 

Question 47 —The considerations govenung the ■' 

tern^ive forms of duties such as spccihc. ad valorcn. compound, etc. m.ic 

upon individual cases of protection. 

Questions 48 and 49.-I would lilce a minimum duration to l,c laid dov.u lor 

protective measures subject to extension if necessary . 

Question 50.-I could not make out wl.ethcr the uTt 

wards affecting the industry or in its [elates t-i the hu nn'r 

have much bearing on the country s . rL,iiires modifieat i<m to a eon- 

then the existing system of revenue tariff classificat i revenue 

siderablo extent. In that t aso much ® ^ whether a little burden 

to the public exchequer, 

on the consumer is reduced or not. importance »nuu b 


(i**nGri 1 
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point of view. However, in the 

exchequer. *u ♦ «.u 

^ ,• ri Th^. nhipetives of our long terra fiscal policy should be that the 

intertr^Xetri^ronldt^^ to progress so that they may he able to supply 

the internal requirements. 

... .=“S.sS- " 

t o cv^orUn Urn whlh ^ Tnow 

IxporHng ov big to"he oxp;ctod flevelopment in the internal demands. 

Uiiettion 5V —I do not tliink that it wiU bo necessary for Government to facili- 
tate tC'ol^ecgivc' of our fiscal policy to participate in foreign trade either m the 

short period or in the long run. 

Question 53. — Does not arise. 

QuestioJis 04 to 57. — 

Ouf^^tion ^.S —Now that India has attained independence, the question of imperial 
prelV er^ not and could not remain. But under the present w orld cmc^- 

stances there appears to be a necessity for bUateral agreements which are against 
the main priiuiples underlying the Havana Charter. 

U.,.stion 5‘».— If there is no imperial preference, the question does not arise- 
the selicme of imperial preference is continued, it should, m future, be on th 
ba.sis of bilateral agreements and not on imperial preference. 

# 

(Jutstivns CU (o 04. — 


05. — My rcjily is the same as for question 59. 


Qmsfion 00.— («) 1 <'oiisi<ler tliat industries receiving protection or assistance 
from (.Jovernment owe a special obligation to the rest of India. 

(f>) 

Ouisflon 07.— ('/) It U necessary to stipulate that no protected or assisted indus- 
ti v should engio'c in anv restrictive practice in respect of production, distribution and 
prices However, tluTC are occasions when certain restrictive practices have to be 
adopted and as .such Government should liave power to allow such practices it they 
are eonvhjced of the necessity of the same. 

(b) A rivht of association or combination of din'eront units in a protected or assis- 
ted industr^'shoulll be given on principle that restrictive practices in respect of pro- 
duction. .liMribution and prices may not ]>c adopted except with the permission of the 

Government. 

()Hi -<(io}i 68.— In i-aso an industry applies for protection before being established 
and in case an established industry' requires and receives protection, conditions 
should be laid down tluit snlhcicnt iinnnccs and technical skill arc available. 

(Jmstion 69. — 


Question 70. I think that obligation shoukl not be embodied in the relevant 

statutes dealing with proU-i lc I or assisted industries but should be left to be prescrib- 
ed bv the tariif making lu.u-hinery t»n an ad hoc basis in each individual cose of an 
ixulustry seeking protectinjf or assistance. 
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Question 71. (a) I do not consider that any special aflministrative machinery 

is necessary to ensure that the obligations or protected and assisted industries are 

duly discharged. 

(6) I would not prefer that this function should bo entrusted to a special wing 
of the tariff making machinery or any other existing organization. 

(cl I think it would be sufficient if Government is represented on the management 
of protected or assisted industries in order to ensure that these obligations arc earned 
out in the spirit in which they are conceived. 


Questions 12 to 76. — 

Question 77. — Yes, I agree that a specialised organisation for tariff purposes is 
essential to the implementation of a scientific policy. 


Question 78.-1 agree that the Tariff Board or the Tariff Commission 
permanent body of high standing consLstmg of members who are ot high 

mtegrity and im^rtiaUty with a knowledge of economics and practical acquaintance 

of business affairs. 


Questions 79 to 88. — 


PART II 

Sir Chnnilal B. Mehta. Bombay 

Question 89.-I do approve in general of the basic purpo.se an.l objectives ua.lcr. 
lying the Havana Charter on trade and emploJ^nent. 

Question 90 —I do not consider that tlie provisions and safeguards f u<l doum iu 
the (barter for the economic development and reconstruction of backward and unde - 
developed countries are adequate for tho requuemonts ot India. 

Question 91.— Tho provisions and safeguards ■'"''v! * 

of India’s minimum requirements. es i'' in "f 

to international trade while India under tho present eiicuinstamc , 
increasing internal trade as against the uiternational trade. 

Under article 15 of tho Havana Cliarter, ;V’y /"'‘'V'’'-;'’ Xia''t''rl'the 
tho conclusion of an agreemout of a picfeiential ‘ i,|...i,il.er e;in vet 

member or India shall have tu aiJply to the Orgaiiiza ' I'.''- voting aivl 

such permission only by a twn-thirds majority ol <.Vmi oilly, 

that also subject to such con.iitions as the Organiz; • i,,.' r tthor in i. jr-nip 

it is a known fact that the Inlornational Organizations .civ.M - My- 

system, and if tho intorcsts ol diflerent nieinbei conn ’ ' , ir-,q:intv 1 

4ioh would naturaUy ho the ...se-perm-ssion may ‘ .t. 

it may bo with such stipuLiUons that tl.o .losiivd results m ts n.>t ^ ^ ^ ^ 

It may bo mentioned here that article -20 winch ‘ i,-, lnv^iialn t,. 

imination of Quantitative restrictions is in itsell snlhccit tor 


elimination of quantitative restrict 
accept the Charter. 


I ; . « 1.,. ( b -r ^ b" o 'U- 

•ono.sof! lii liK » a. . I ‘ ‘ 

iii\ t 'll o 



some ffividend or interest cither in the Unit 

to pay a tax, because ho is not the citizen ot the ' . . j', n r.' " ho mv' 

the Havana Charter, India has no right to levy jniv < - ;uv alU n 

capital in India and earn interest or dividend, bcc.i > 





T 


f 

K ^ am not in agreement with the broad lines of thf?/ 

^ ^ set out in the chapter 4 of the Havana Charter. 

Question 94. — ^My objections are to aritcles 20 and 21 of the C 
-eotions relate to both short term and long term periods. 

^ Question 95.— Although there may not 

industry on account of our acceptance of the obhgations of the Cl^t 
period, yet to my mind it wiU definitely check the progress of the mdi 

India in the long run, • 

Question 96.— On a careful balancing of pros and cons I do 
India’s adherence to the Havana Charter. 

Question 97.— The basis of the broad lines of India’s comme- policy sho^d be 

industrialisation of the country without any restrictions, thor ndia should co- 

operate with other countries of the world, safeguardmg her o^ u mterests. 


iercial policy ^ 

i 

er. My ob- * 

or trade and 
in the short 
rialisation of 

approve of 


Qu^iion 98. — This question does not arise. 

Question 99.— I do not agree with the main principl^ underlymg the general 
agreement on tariff and trade as laid do^m in Part I and Part II of the agreement. I 
cannot detail my objections under specific heads, as I have not got with me the copy 

of tho Agreement. 

Oucslion 100.— AVhatevor concessions arc supposed to have been received by India 
are no concessions at all. because almost all the articles for which conc^ionsj^e 
said to have been received are common articles and required by the different countries 
of the world whether we have given any concessions in return or not. 


Question 101.— On a careful examination of these reciprocal concessions I do not 
consider that tho provisions of the General Agreement on Tariffs and Trade have been, 
on balance, in the interests of India. The concessions received by India are practicaUy 

no concessions. 


Question 104.— As a matter of fact, other things are not equal and as such the 
tariff concessions granted to and received by India from other countries m ill have to 
be reconsidered in the light of latest developments. 
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